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For over 30 years we have supplied'the heati 
trade, and also hundreds of appliance manufact 
ers, with efficient, dependable gas burners for eve 
purpose. We are equipped to design and make an 
type of burner unit you need for any appliancg, 
Call on us. Eo 
Our engineering and laboratory facilities are maintained nti 
for your benefit. Ask for Catalog on all types of burners, for 


any kind of gas, also pressure regulators and automatic con- 
trols. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, 


BARBER BURNER 
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Bie year, 1949, is the centennial of 
the famous gold strike in Califor- 
nia, which first brought directly into the 
spotlight of national interest that great 
Pacific coastal empire. When we read 
older works touching on California’s his- 
tory, it makes one wonder what Richard 
Dana (who wrote the celebrated Two 
Years before the Mast), General Fre- 
mont, and even the earlier Spanish 
padres would say if they could come back 
just to give us their reaction to modern- 
day California, in all its self-sufficiency. 


Dana’s stirring book emphasized the 
dependency of California on shipping to 
bring in the smallest item of creature 
comforts. Clothing and tools from New 
England, leather goods, cook stoves, 
shoes, and other items from the middle 
and south Atlantic seaports—all of these 
had to take the long torturous sea route 
in sailing ships around the Horn. 


WE know, now, that what actually 
broke the bottleneck to the advancement 
of California’s industrial, agricultural, 
and other development was not so much 
the immigration of the forty-niners, as 
the completion of the transcontinental 
railroad, the cross-country telegraph, and 


CHARLES TATHAM, JR. 
MAR. 17, 1949 


& 
JAMES H. COLLINS 


the eventual development of other public 
utility services that gave California a 
chance to discover and exploit her own 
rich resources. 


Topay, California’s development 
threatens to outstrip even its public utility 
services. In every category of utility in- 
dustry—gas, electric, transportation, and 
communication, and especially water 
supply—the skyrocketing population of 
the Golden state is literally bursting the 
seams of its existing plant structure. 
James H, Cox.tns, business writer and 
editor of Hollywood, California, has 
given us a graphic description of this 
turn of events in contemporaneous Cali- 
fornia experience. His 2-part article, 
which begins in this issue, is the result 
of an on-the-spot reportorial survey of 
how California public utility companies 
are coping with the rising tide of more 
business traffic than even the boldest 
prophet and booster would have foretold 
a couple of decades ago. 


2 . .e3ce 


<roneme directly from this necessity 
for unprecedented plant expansion — 
by the utility industries is the problem of — 
turning out a tremendous amount 0 
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NORWALK Products are Stocked 
at Il Factory Branches 


@ San Francisco Piitsbergh 


@ Los Angeles 
Washington 


@ Minneapolis 
Philadelphia 
e Chicage 


© Detroit wow: Vers 


@ Cleveland Boston 


Service Shops In Other Cities * Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 11 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 11 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We've been at it since 1878. 








+ 


NORWALK VALVE COMPANY 


South Norwalk, Conn. 
SOLE MANUFACTURERS 





CONNELLY 


VALVES e REGULA 


GAUGE 
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8 PAGES WITH THE EDITORS (Continued) 


needed new capital to be supplied. One 
intelligent approach to the solution of 
this problem is to determine from the 
investor's viewpoint what the future has 
in store for the utility industries in the 
way of earnings. We have been fortunate 
in this respect to secure for presentation 
in this magazine (beginning page 342) 
an analytical projection of operating 
profits, earnings, and: expenses in the 
electric utility industry for several years 
in advance, 


CHARLES TATHAM, JR., author of this 
study, is the vice president of Institu- 
tional Utility Service, Inc. (which he 
joined in 1934). This organization pro- 
vides a comprehensive investment serv- 
ice, covering the financial and operating 
statistics of our electric and gas utilities. 
With such a background, Mr. TATHAM 
obviously is well qualified for the type of 
article he has given us. Educated in 
Switzerland and at Harvard College, Mr. 
TATHAM started in 1928 working for 
the investment counsel firm of Loomis, 
Sayles & Co. in Boston. He subsequently 
worked for the Central Hanover Bank 
& Trust Company as utility analyst un- 
der William M. Hickey, now president 
of The United Corporation. 


* * * * * 


I: according to the old adage, the truth 
can most often be found somewhere 
between extremes, a discussion (starting 
on page 349) by WALTER J. HERRMAN, 
rate analyst of Commonwealth & South- 
ern Corporation, of the extremes as com- 
pared with the reasonable compromise in 
the process of regulating a utility’s rate 
of return, might well throw a new light 
or show a new approach on a contro- 
versial problem of regulation. 


Mr. HERRMAN is a graduate in elec- 
trical engineering (University of Cali- 
fornia, ’22), and has taught the subject 
at Louisiana State University. He began 
his private business career as a valuation 
engineer with the Great Western Power 
Company of California in 1924. Since 
1929 he has been continuously engaged 
in analytical work in the investment field. 
During the years 1937 and 1938, he was 
associated with the rate and research de- 
partment of the Federal Communications 
Commission in Washington. He subse- 
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WALTER J. HERRMAN 


quently joined the Gary Services & In- 
vestment group in Chicago, and more re- 
cently became associated with Common- 
wealth & Southern in New York city, 


* * * * * 


oes the increase in the volume of 

telephone litigation augur a period 
of adjustment in the broad field of regu- 
latory policy governing rate fixing? 
BETHUNE Jones, of Red Bank, New 
Jersey, author of articles on business and 
government, gives us a_ case-by-case 
study of the way in which the courts and 
commissions have responded to the need 
of the telephone industry for more rev- 
enue. His survey of recent telephone 
rate cases begins on page 354. 


* * * * 


_ the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may be 
found the following: 


THE Georgia commission believes that 
a telephone company should have a fair 
return on the entire invested capital, but 
it should not be allowed a return on capi- 
tal which is being held by a parent com- 


pany. (See page 7.) 


THE next number of this magazine 
will be out March 31st. 


4 
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ELECTRIC 
De Luxe Typewriter 


Remington Rand 


Remington 


Brings your typing under fingertip control 


Seat yourself at this superb typewriter— 
see how all its controls are within your 
Fingertip Zone . . . right at the front of 
the typewriter. Feel how the Finger-Fit 
Keys are scientifically designed to adjust 
your fingertips to correct typing posi- 
tion—thus giving you a surer, smoother 
typing touch that always produces fine 
typing, letter-perfect in appearance. 
Notice, too, that no matter how many 
carbons you are making, a flick of the 


Manifold Dial Control keeps your touch 
always uniform—and the completely elec- 
trified operation keeps the action always 
swift, smooth, effortless. No wonder it is 
already becoming a favorite with typists— 
and with executives who want greater 
typing production at the lowest net 
cost! Call the nearby representative of 
Remington Rand Inc. today—arrange for 
a demonstration of the new Electric 
DeLuxe. You'll like it too! 





Remiagion Rand THE FIRST NAME IN TYPEWRITERS 
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Coming IN THE-NEXT ISSUE 


* 


OUR NATIONAL ECONOMY AND THE ELECTRIC UTILITIES 

Winthrop W. Aldrich, chairman of the board of The Chase 
National Bank of the City of New York, discusses the réle of © 
regulation in the light of the electric industry's present and 
future requirements. Regulation should be the bulwark which 
protects the consuming public as well as the investors from 
the impact of changing economic conditions which might other- 
wise threaten the stability ‘of the electric utility industry. 


THE GAS INDUSTRY'S 4-YEAR OUTLOOK 

The National Security Resources Board recently released a 
report on the nation’s gas industry supply and requirements 
for the next four years. Herbert Bratter, Washington business 
author, has analyzed this report and gives us high lights and 
interpretations which will be read with profit not only by gas 
industry people but all others interested in the nation's general 
fuel economy. 


CALIFORNIA BURSTS ITS UTILITY BUTTONS 
Here is the second of a 2-part series dealing with the rapid 
expansion of utility responsibility on the West coast. James H. 
Collins, business editor and writer, deals with the particularly 
bustling situation in California with its sky-rocketing popula- 
tion and mushrooming industrial activities. 


WHAT FUTURE FOR ELECTRIC UTILITIES? 


Looking ahead has become not only a prudent habit but an 
absolute necessity for the electric utility executive in this day 
of expanding demand. Marion Hammett, former Labor Depart- 
ment economist and now a professional writer, has examined 
some of the latest data bearing on the future business prospects 
of the electric industry in the United States. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies. 
executives, financial experts, employees, investors, and others. 
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FOR AMERICA’S UNDERGROUND ARMY 


—— 


» 





The old-time mine mule has long been turned 
out to pasture—and you're looking at a rea- 
son why. This low-slung monster is a mine 
shuttle car or “buggy,” as the miners call it. 
Electric powered, with explosion-proof mod- 
tors, it trundles 7-ton loads of coal from the 
mine working face to the underground rail- 
road. A shuttle car like this costs $11,600 at 
today’s prices! 

Expensive machinery like this is just part 
of the program: of progressive mining in 
which coal never feels the bite of a man- 
powered shovel. It is designed to cut down 
manual labor for the coal miner, while in- 
creasing his output. Today, more than 91% 
of all bituminous coal mined underground is 
mechanically cut . . . about 60% is mechani- 
cally loaded . . . only about 4% is mined by 
pick and shovel. ‘ 


MINOUS COAL . . . LIGHTS THE WAY. . . FUELS THE FIRES . . . 





Modern mine management has made great 
strides in improving working conditions for 
the miner—both above and belowground. 
For example, America’s coal mines are now 
twice as safe as they were 40 years ago on 
the basis of man-hours worked—and more 
than four times safer on the basis of tons 
mined. 

Thanks to huge investments in mechanized 
equipment, and to skilled management and 
keen competition within the bituminous coal 
industry, America’s coal mines are now: the 
most productive on earth—and pay their 
miners higher wages than are paid by any 
other major industry. 


BITUMINOUS & COAL 


BITUMINOUS COAL INSTITUTE 
A, Department of Nationat Coat Association 
WASHINGTON, D. Cc. 





POWERS THE PROGRESS OF AMERICA 


CBaoukeble CCaorke 


“There never was in the world two opinions alike.” 


Rosert A. Tart 
U. S. Senator from Ohio. 


Watter P. REUTHER 
President, United Automobile 
Workers. 


Excerpt from the Monthly Letter, 
National City Bank of New York. 


CHARLES SAWYER 
Secretary of Commerce. 


Leon KEYSERLING 
Vice chairman, Council 
of Economic Advisers. 


James A. Farley 
Chairman, Coco-Cola 
Corporation. 


Dwicut D. E1IsENHOWER 
President, Columbia University. 


Marcus NADLER 
Professor of finance, New 
York University. 


Gorpon N, MACKENZIE 
Professor, Teachers College. 


Gerarp S. NoLt_en 


Chairman, Bankers Life Company. 


MAR. 17, 1949 


—MOoNTAIGNE 





“If we do not hold government down we are going to 
kill the whole free enterprise system.” 


* 


“We shall not win a victory for democracy in the pres- 
ent- world crisis with either bullets or bottlenecks.” 


> 


“If there is further danger of inflation, it must lie in 
the contemplated increase in government spending.” 


* 


“The Federal government has no fixed and final points 
of view regarding the means by which our river basins 
should be developed.” 

& 


“It ought to be a very good year unless fear psychology 
overtakes businessmen and investors and they decide the 
end of the boom is near.” 


* 


“No private business with which I am familiar could 
afford to operate under the conditions that prevail in most 
government departments.” 


* 


“[The system of free enterprise] is the economic base 
for all our other freedoms, and if that economic freedom 
disappears all our other freedoms are bound to follow in 
its path.” 


“A possible decline in capital outlays by private enter- 
prise will very likely be counteracted by an increase in 
expenditures by the Federal government and by states and 
municipalities.” 


+ 


“The school cannot provide education which will im- 
prove community living unless it uses the citizens, agen- 
cies, and the industries of the community in the educa- 
tional program.” 


¥ 


“[Unless] effective action is taken during the coming 
years to curb the drift toward socialistic controls, our 
economy will deteriorate and private business manage- 
ment is likely to find its remaining freedom of action cur- 
tailed seriously.” 


12 
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KINNEAR 
STEEL 


ROLLING 
DOORS 


Space-Saving 
Convenience 
Plus a Bonus 
In Protection 


MOTOR OPERATION 


The rugged Kinnear 
Motor Operator shown 
at right can be added to 
any Kinnear Rolling 
Door for maximum 
speed, ease, and con- 
venience of operation. 


It’s easy to see why Kinnear Rolling Doors 
offer so many cost-cutting, time-saving ad- 
vantages. They open straight upward and coil 
into a small area above the doorway. As a 
result, all floor, wall and ceiling space around 
the opening is fully usable at all times. No 
areas need to be reserved for door action. 
When opened, the doors clear the entire door- 
way. They stay completely out of the way, 
safe from damage by wind or vehicles. 

Along with this high efficiency and con- 
venience, you get a bonus of all-around pro- 
tection and low-maintenance service. The 
strong but flexible Kinnear-originated curtain 
of interlocking steel slats gives extra protec- 
tion against fire, wind, riot, intrusion, and 
accidental damage. Kinnear Rolling Doors 
are built to fit any openings in old or new 
buildings. Motor or manual control. Write 
for details. 


|) REMOTE CONTROL 


In addition to push- 
button controls at the 
doorway, others may 
be added, at any num- 
ber of convenient points, 
on motorized Kinnear 
Doors. 


TESTU me comear manuraconne co 


ROLLING | DOORS 


y 


1742 Yosemite Avenve, San Francisce 24, Calif. 
Offices and Agents in al] Principal Cities 
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REMARKABLE REMARKS—( Continued) 


Emit ScHRAM 
President, New York 
Stock Exchange. 


Eart O. SHREVE 
President, Chamber of Commerce 
of the United States. 


Victor REUTHER 
Educational director, United 
Automobile Workers. 


Epitor1AL STATEMENT 
The Wall Street Journal. 


CHESTER BowLes 
Governor of Connecticut. 


Epmonp M. HANRAHAN 
Chairman, Securities and 
Exchange Commission. 


Lester M. SEARS 
President, Towmotor Corporation. 


ALBEN W. BARKLEY 


Vice President of the United States. 


Harry J. KENNEDY 
Vice president, Continental 
Oil Company. 
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“Our North American system is private Capitalism, but 
it is net monopoly Capitalism nor cartel Capitalism.” 


> 


“Economy in Washington should set the stage for in- © 
creased investment of capital by business and by indi- © 
viduals.” : 


* 


“[Codperatives are] the finest demonstration of free 
enterprise as it should be. It represents the entrance of 
democracy into the free enterprise system.” 


* 


“What dulls the pruning knives of those who labor in 
the budget vineyard is the host of expensive ‘worth-while 
and desirable’ projects on which the government wishes 
to spend the public’s money.” 


“I would like to see the functions of the President’s 
economic council expanded to give it authority, within 
specific limits, to move taxes up and down to meet the 
current needs of our economy.” 


> 


“To my mind, in the middle course of sound, temperate, 
reasonable regulation lies the path of the ideal adminis- 
trator, recognizing the rights of. individuals, but in each 
case weighing their corresponding duties to others. These 
are the standards we have attempted to follow.” 

* 

“The high cost of unskilled labor has made it manda- 
tory for companies to substitute faster mechanized meth- 
ods, capable of handling larger, palletized unit loads, in 
place of hand handling. It is almost impossible for busi- 
ness to overlook the cost reducing potentials in mechan- 
ized mass handling.” 


* 


“Complexities of the economy became so acute that 
Congress was compelled to take a hand in regulating 
business, agriculture, and labor. Congress invaded the field 
of labor so there would be no interruption to business. 
[Congress should exercise its power over labor with] judg- 
ment, restraint, justice, and without regard to politics.” 


* 


“The American of today must save freedom for the 
American of the future. Once it is lost, under the in- 
genuity of specious ‘fair deal’ laws, and once we are 
on the economic toboggan which those laws would build, 
it will be too late. We will be the same helpless pawns 
which British businessmen are today in the hands of 
planners who can neither plan, nor make to work what 
they call plans.” 
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IBM Electric...the Trend in Typing 


The new IBM Electric Typewriter offers The experience of many years in manu- 
both employer and typist many advantages. facturing all-electric (and only electric) 
Foremost is its saving of human energy. typewriters has resulted in excellence of 
Typing is almost effortless. operation and beauty of styling . . . hence 

Next in importance is the outstanding the wide acceptance of IBM Electric Type- 
quality of the work it produces. Each typed writers by typists and businessmen alike. 
impression is uniform, giving to the fin- The IBM representative nearest you will 
ished work an appearance which is invari- demonstrate the many new features of the 
ably neat and pleasing to read. IBM Electric Typewriter. 


If it’s IBM... it is electric 


ELECTRIC TYPEWRITERS 


ELECTRIC ACCOUNTING MACHINES , . . SERVICE BUREAU FACILITIES 
PROOF MACHINES ... TIME RECORDERS AND ELECTRIC TIME SYSTEMS 


laternational Business Machines Corporation, World Headquarters Building, 590 Madison Ave., New York 22 
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YOU REDUCE THE COSTLY “DOWN-TIMES'® 
TO THE ABSOLUTE MINIMUM... 


} 
CLEVELANDS rugged, all-welded frame and boom, made from the finer, | 
tougher steels, absorb the strains and shocks of the roughest going, keep 
ing the drive and other units in alignment at all times and reducing to rock 
bottom hold-ups for major repairs. In CLEVELANDS there’s a roller or ball 
bearing on guard at every vital point to prevent wear and breakage. 
Unit-type construction assures quick, easy field repairs when necessary. 
These are but a few of the many time and money saving characteristics 
built into CLEVELANDS that have made them profitable investments. 
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CAN YOU BENEFIT 
FROM THESE SPECIALIZED 


Public Utility 


BANKING SERVICES? 


Y “SPECIALIZED” banking services we 

mean simply this. Irving Trust has a separate 
Public Utilities Department. It is staffed with men 
whose practical experience qualifies them for serv- 
ice to the utility industry. 

The sole function of this department is to help 
utilities with their particular fi ial proble 
and assist them in formulating their programs. 

Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency 
facilities of a large commercial bank. 


TOM P. WALKER 


is our Vice President in charge of this Department. 
Prominent in the top management of utility com- 
panies for over thirty years, he is thoroughly familiar 
with all phases of the industry. 


IRVING “RUST 


@ 





NEW YORK 


Capital Funds over $114,000,000 
Total Resources over $1,100,000,000 
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Your employees want 
to help you build security 


HERE’S HOW 7,500,000 WORKERS ARE DOING IT 


_—— 


More than 20,000 Pp now 
the Payroll Savings Plan, by which their 
employees invest in U. S. Savings Bonds 
automatically every pay day. This Plan 
builds security not only for the individual 
employees, but for their companies and for 
the nation! 

As you know, Savings Bonds pay $4 at 
maturity for every $3 invested. Thus they 
help create a “rainy-day” fund for each 
Payroll Saver, increasing his security. 


How P.S.P. helps omployers 
America's leading corporations report these 
company benefits from the Payroll Savings 
Plan: As Bonds increase the worker's eco- 
nomic peace of mind, plant morale im- 
proves. Production increases—because 
absenteeism, labor turnover, and the acci- 
dent rate all decline. Relations improve 
between employer and employee. 





The Treasury 


Savings Bond dollars are dollars re- 
moved from the spending stream. They are 
deferred purchasing power—an assurance 
of good business during the years to come. 
The Treasury uses net Savings Bond dollars 
to help reduce inflationary credit potential 
in the banking system by retiring short-term 
bank-held Federal securities. So Bonds in- 
crease the nation’s economic security, too! 


Proof that employees want P.S.P. 


Even with today’s high prices, it has been 
proved that between 40% and 60% of 
America’s working millions—at any wage 
level—can and will buy Bonds through 
Payroll Savings if management sponsors the 
Plan and a fellow worker asks them to sign up. 

It’s up to you whether they get the chance. 
All the help you need is available from your 
State Director, U. S. Treasury Department, 
Savings Bonds Division. 


t acknowledges with appreciation 


Departmen y 
the publication of this message by 


Pusiic UTiLiries ForRTNIGHTLY 


This is an otal U. S. Treasury advertisement prepared under the auspices 
of the Treasury Department and the Advertising Council 
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we really make 





it’s faster to hang a wall than to pile it up... 


Little blocks, say 2” x 4” x 8”, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson's real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 

We make time, now, when time is the essence. 

We save days and weeks in finishing a building 
for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON CO., 


2424Fermers Bonk Building 


PITTSBURGH, 


Offices in 50 Principal Cities 


Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25". 


Q-Panels, 3" in depth with 14" of incombusti- 
ble insulation, have a the: insulation value 
superior to that of a 12" dry masonry wall with 
frred proses interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men; and rwongy ing 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an ‘overesting nodiem of arch 
expression. 


Pittsburgh 22, Pennsylvesie Werld-Wide Building Service 
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GRINNELL MULSIFYRE 
PZ 





There’s sound reason for the accept- 
ance by leading utilities of Grinnell . 
Mulsifyre Systems to protect oil filled 
equipment and other transformer sta- 
tion installations. 


Executives and engineers recegnize 
the proved principle whereby blazing 
oil is emulsified with a driving spray of 
water. The emulsion formed = the 
water spray is fire-extinguishing — the 
fire goes out in a few seconds -— and 
reignition is prevented. There is abso- 
lutely no conductivity along the dis- 
charge of Mulsifyre projectors when 
spray strikes high voltage conductors. 


Mulsifyre Systems are permanently 
installed — constantly on guard with 
automatic operation, or may be oper- 
ated manually. Recommended by 
Underwriters’ Laboratories for use in 
extinguishing fires in flammable oils 
immiscible with water, wherever such 


9 
saga cnt See that your equipment has this 24-hour 


rotection — don’t wait for fire to strike! 
perienced Grinnell engineers will help 
you plan protection for your specific needs. 


GRINNELL © COMPANY 


Executive Offices, Providence 1, R. L 
Branch offices in principal cities 
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1 Oklahoma Utilities Association begiys annual convention, Tulsa, Okla., 1949. 
1 American Railway Engineering Association ends meeting, Chicago, Tit., "1949. 














om Electrical Manufacturers Association ends winter convention, Chicago, Ill., 





Industrial Accident Prevention Association will hold annual convention, Toronto, On- 
tario, Canada, Apr. 4, 5, 1949. 








United States Conference of Mayors begins, Washington, D. C., 1949. 





Texas Telephone Association begins annual convention, Dallas, Tex., 1949. € 








American Gas Association will hold distribution, motor vehicle, and corrosion confer- 
ence, Cincinnati, Ohio, Apr. 4—6, 1949. 





Association of National Advertisers begins spring meeting, Hot Springs, Va., 1949. 





Southeastern Electric Exchange, Engineering and Operation Section, begins meeting, 
Savannah, Ga., 1949. 








New England Gas Association ends annual convention, Boston, Mass., 1949. 





Tow yg eg Telephone Association will hold annual convention, Des Moines, 
Iowa, Apr. 5, 6, 9. 





Edison Electric Institute will hold annual sales conference, Chicago, Ill., Apr. 5-7, 1949. 





American Gas Association,  _ccccamaay Gas Section, begins midwest regional gas sales 
conference, Chicago, Iil., 














{ International Lighting Exposition and Conference begins, Chicago, Ill., 1949. @ 
j Annual Safety Convention and Exposition begins, New York, N. Y., 1949, 





{ Ohio Independent Telephone Association ends annual convention, Columbus, Ohio, 1949. 
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Coal Gusification Building 
U. S. Bureau of Mines gas-synthesis demonstration 


plant at Louisiana, Missouri 
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California 


Bursts Its Utility Buttons 


PART I 


Besides desperately building to take care of new 
people and their new jobs, last year it had to squeeze 
through a power shortage knothole. 


By JAMES H. COLLINS* 


OMING out of the war with an 
increase of population and in- 
dustry beyond its dreams, Cali- 

fornia had a large job of utility ex- 
pansion ahead of it— maybe the 
largest in the nation, a super-duper 
task of providing service for these new 
people and factories, and finding the 
tapital to pay for the plant. 

Also, in early 1948, while this new 
fonstruction was still mostly under 
way, California had to squeeze through 


*Business editor and author, Hollywood, 
California. 
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a utility knothole. In a land where 
rain is counted in 100th inches, the 
rains did not come. 

There were numerous new hy- 
draulic and steam generating plants 
under way in 1947, enough to take 
care of the power emergency if com- 
pleted on 1948 schedules. But the work 
lagged because equipment did not come 
along fast enough. The earliest could 
not be hoped for until midyear or 
later. 

Dealing with things such as a prob- 
lem in new plant, California utility ex- 
MAR. 17, 1949 
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ecutives, and the state utility commis- 
sioners had a sort of two-to-one propo- 
sition. 

First, 
normal. 

Then, with a lot of teamwork and 
maybe some regulation, the existing 
plant would meet the peak load. 

Second, if rainfall was short, per- 
haps some new equipment might arrive 
ahead of time. 

One or the other favorable factor 
might save the day. 

And then both the unfavorable 
factors had to be reckoned with — in 
the early winter of 1947 it was seen 
that drought would be a problem, and 
new equipment was as tight as ever. 

Thus, with a postwar power situa- 
tion as difficult as anybody’s, maybe 
tougher, California had an emergency 
peculiar to its own utility setup. 

For example, the agricultural 
pumping load. 


rainfall was 


supposing 


Bagman: farmers irrigate in sev- 
eral different ways, according to 
locality and the season. During the 
winter, when rains are normal, they 
let Nature do it. When rainfall is not 
sufficient, generally in the spring, they 
irrigate with water from storage reser- 
voirs, which are fed by snow fall as well 
as rain. In late summer, many pump 
ground water from wells on their own 
land, until somewhere between Thanks- 
giving and Christmas the rains return. 

It is when the rains return that gen- 
erating plant is overhauled and put in 
shape for the coming year. That over- 
haul period is part of the utility year. 

But up to December, 1947, rain had 
been so scanty all over the state that 
farmers kept on pumping ground wa- 
ter. The load had to goon. Generating 
MAR. 17, 1949 


plant had been overworked since war's 
end, but could not be overhauled. More. 
over, critical reserves of stored water 
had to be drawn upon to supply the 
additional power. 

In February, 1948, California went 
under a power “dictatorship.” The 
California Public Utilities Commis. 
sion created.a new conservation divi- 
sion in its public utilities department, 
and one of its electrical engineers, Rob- 
ert P. O’Brien, became Emergency 
Power Director, with authority to 
conserve power through such measures 
as might be found necessary. Also, to 
carefully appraise power sources, and 
alternatives, to make them stretch as 
far as possible. 

So for ten months, until 2 A m_Jan- 
uary 1, 1949, California did a fine job 
of squeezing through the knothole, 
making the power go round, tradingit, 
pooling it—that is a story to which we 
will return. 


Wes happened in California from 
Pearl Harbor is shown in some 
figures published by the state chamber 
of commerce. 

There was a gain of nearly 3,000; 
000 people from 1940 to the census 
estimate of July, 1947. 

They poured in for war work, in 
new and expanded industries, and 
there was a large military population 
as well. 

It was expected that this war popu 
lation would decrease at war’s end, as 
war workers went back home, and 
military personnel: was demobilized. 
But California hoped there might bea 
nice net gain in population—maybe 4 
half million. 

Even while the war people were 
going out, new permanent residents 
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began coming in. Added to about 
450,000 gain from the war movement, 
there were 750,000 demobilized Cali- 
fornians coming home, and a birth 
addition of 300,000. In July, 1947, 
the census estimated California popu- 
lation as 9,876,000, a gain since 1940 
of 2,969,000, or 43 per cent over 1940. 

And the war-born industries showed 
no decrease. There was a lot of con- 
version to peacetime products, and of 
course some decreases and suspensions 
in individual plants. But general in- 
dustrial employment held up. In 1945, 
1946, and 1947 there were 5,278 new 
factories built or existing ones under- 
went major additions. Private capital 
investments in these enterprises during 
those years were estimated at more 


than $850,000,000. 


 jgname new people needed utility 


services in their new homes, and 
power and fuel in their jobs, and street 
transportation to get to their jobs, and 
telephone service, water, and all the 
rest of it. 

Electricity was one of the more 
critical shortages, because the increased 
population and industry had upset 
margins between plant capacity and 
consumer demand. 

Before the war, sales had been 
around 61 per cent of capacity. War 
loads narrowed that margin to around 
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70 per cent. By 1947 it was still nar- 
rower, around 80 per cent. That was 
too close for com fort. 

During the war, with difficulties in 
getting new equipment, old plant had 
been run to the point where it needed 
replacement as soon as possible. 


| Hf bezaniah commission studies of the 
requirements for the next few 
years, made last year, indicate that 
California will have to build from $50 
million to $100 million worth of gener- 
ating plant yearly into 1952 to keep 
pace with its requirements. It amounts 
to building each year a single plant 
larger than Shasta and Keswick dams 
combined. 

The size of the power requirements 
is seen in figures of connected custom- 
ers for electricity compiled by the 
utility commission. 

At the end of 1947 California had 
3,051,000 such customers, of which 54 
per cent were in the south, and 46 per 
cent in the central and northern part 
of the state. In 1920 the balance had 
been slightly with the north, which had 
61 per cent of the electricity customers. 
Since then the southern California 
area had grown larger. 

Assigning the 100 index to 1920, by 
1947 the increase in northern Califor- 
nia was 322, in southern California 
382, and in the state as a whole 351. 


according to locality and the season. During the winter, when 


(exerting farmers irrigate in several different ways, 


rains are normal, they let Nature do it. When rainfall is 
not sufficient, generally in the spring, they irrigate with 
water from storage reservoirs, which are fed by snowfall as 
well as rain. In late summer, many pump ground water from 
wells on their own land, until somewhere between Thanks- 
giving and Christmas the rains return.” 
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| jes 1920 to 1940 there was a_ cities and towns, including San Fran. 
growth in the demand for “juice” cisco, Oakland, Sacramento, and other 
of 6.3 per cent compounded rate in the major centers, together with large 
north, and 8 per cent in the south. Dur- __ rural areas. 
ing the five war years this rose to 11.7 On July 29, 1948, it had a peak 
per cent in the north, and 13.1 per demand of 2,113,400 kw., to meet 
cent in the south, and has been main- which it used around 260,000 kw. from 
tained since. Californians are using outside systems, mainly Southem 
more than twice as much electric power California Edison. 
per capita today, 2,500 kw. hr., as they Some of its supply came from the 
did in the 1920’s, 1,100 kw. hr. Los Angeles Department of Water 
More than four out of every five and Power, which is linked to the pool- 
electricity customers in the state are ing system by which California gets 
metered to three major systems. These through narrow places in the road. 
round figures listed below are estimates Sometimes you get the impression 
of late 1948. that north and south, private and 
The story of the postwar construc- public ownership, are fighting issues 
tion programs is largely that of these never lost sight of. But when a Cali- 
three systems. fornian turns on the lights he may be 
The tightest pinch came in northern using northern or southern “juice,” 
and central territory. It was there that generated by a corporation or a gov- 
more new utility generating plants ernment system. There is no argv- 
were under construction, and the ment there because there isn’t any- 
shortage of rain was felt most in the thing to win! 
increase of farm pumping demand. PG&E also drew 335,000 kw. from 
Southern California had Hoover dam the Shasta plant of the Central Valley 
to counteract shortages incident to the project, the north’s “Hoover dam,” 
completion of new generating plant. supplementing 922,000 kw. from its 
Hoover dam draws water from the own hydro and 598,000 from its own 
Colorado’s large area, while the north steam plants. 
draws from the more restricted area of To restore operating margins and 
the Sierras. provide for increased demand, the 
company is working on a construction 
N July, last year, the PacificGasand program that will better than double 
Electric Company had one-third of _ its 1943 capacity by 1951, from 1,467, 
the electric customers in the state, and 000 kw. to 3,054,763. Steam plant 
served them in 46 northern and central _ will have passed hydro by that time— 
counties, which contain more than 150 1,648,147 steam, 1,406,616 hydro. In 


e 


Nortu—Pacific Gas and Electric Company 
Sourn—Southern California Edison Company 
Los Angeles municipal system 
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Sales of Electricity 


aad | 30 the war, sales had been around 61 per cent of capacity. 

War loads narrowed that margin to around 70 per cent. By 

1947 it was still narrower, around 80 per cent. That was too close for 

comfort. During the war, with difficulties in getting new equipment, 

old plant had been run to the point where it needed replacement as soon 
as possible.” 





1943 the ratio was hydro 765,500, 
steam 572,500. 


Bees company started work on its 
postwar construction program as 
soon as war restrictions were lifted, 
and by 1951 will have spent around 
$700,000,000 on expansion, the major 
part in electric hydro and steam gen- 
erating plants. 

The new steam units will be high 
pressure and high temperature, with 
higher efficiencies than existing plants. 
But it is estimated that hydro costs 
will be less than steam. 

These expansions will increase 
costs beyond the point at which present 
revenues would pay a profit, but the 
company relies on the rate-making 
policies of the state utility commission 
for its fair return. 

Steam plants now under way or 
planned for completion by the end of 
1951 are: 

Kern Plant, near Bakersfield, sec- 
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ond unit, 100,000 kw., estimated cost 
$12,750,000. 

Station “P,”’ San Francisco, two 
units added, combined 222,222 kw., 
$23,700,000. 

Moss Landing Plant, 
county, new installation, 
kw., $51,500,000. 

San Joaquin River Plant, Contra 
Costa county, new, with 300,000 kw., 
$51,500,000. 

New hydro plants: 

West Point Plant, new, on north 
fork Mokelumne river, 16,000 kw., 
$4,000,000. 

Cresta Plant, new, north fork 
Feather river, 75,000 kw., $26,400,- 
000. 

Rock Creek Plant, new, north fork 
Feather river, 126,000 kw., $35,400,- 
000. 

Colgate Plant, new, on Yuba river, 
30,000 kw., replacing an old 15,575 
kw. plant, $3,250,000. 

Typical projects in this program 
MAR. 17, 1949 
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are the Kern steam and the Feather 
river hydro projects. 


is i- date, probably no plant in the 
U.S. has been designed to so far 
reduce operating labor as the Kern 
installation. It has been laid out over 
a control center from which all opera- 
tions can be viewed, which will prac- 
tically cut in half the operating labor 
required in control of the two generat- 
ing units, one of 60,000 kw. recently 
completed, and the other of 100,000 
kw., scheduled for 1950. These con- 
trols are a long step toward robot op- 
eration. Man power is expected to be 
only 50 to 60 per cent of present 
standards. 

To get the first Kern unit in opera- 
tion during critical 1948, air express 
was extensively used. Equipment up to 
1,500-pound motors was flown in, and 
altogether some 20 tons of freight 
were flown, speed being the whole es- 
sence in the central California power 
shortage last summer. 

As for the Feather river project, 
that is considered by the company the 
largest single undertaking in the na- 
tion’s power-building program. The 
features are two dams, two tunnels, 
and two powerhouses, which will add 
270,000 hp. to the existing Feather 
river system, which has three plants 
of combined 244,000 hp. capacity. The 
tunnel from Rock Creek dam will be 
over 64 miles long, 25 ft. diameter, 
and the Cresta tunnel nearly four miles 
long, 26 ft. diameter. At year’s end the 
project was a bit better than 20 per 
cent completed. 


HIs capital improvement program 
is being financed partly by a new 
bond issue of $75 million offered last 
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October (34 per cent, 1982), with 
short-term bank loans pending the 
completion of permanent financing. 
Additional funds for the construction 
program are obtained from treasury 
funds on hand, unappropriated earn- 
ings, and other internal sources, and 
from the sale of additional securities 
when and as required. After the sale 
of this 1948 bond issue, bonds consti- 
tuted 53 per cent, preferred stock 19 
per cent, and common stock and surplus 
28 per cent of total capitalization and 
surplus. 

In southern California, the load 
growth of the Southern California 
Edison Company has been ‘unprece- 
dented. From 1945 through 1950, the 
five years after war, the increase is 
conservatively calculated at 50 per cent. 
In 1945, the total transmitted was 
5,705,497,405 kw. hr., and for the fis- 
cal year 1948 (to. June 30), 6,921, 
845,615 kw. hr. There will be an 
increase of 45 per cent in meters. 

The company serves all or part of 
10 southern and central counties, had 
818,000 meters connected last June, 
operates at present 24 hydro and four 
steam plants, plus one Diesel plant with 
1,583,180 kw, capacity. 

To meet its postwar demand, the 
company laid a vast new construction 
program to cover 1947, 1948, and 
1949, costing approximately $171, 
000,000. By the end of 1949 there wil 
be 321,500 added kw. hydro and steam 
capacity, and another 70,000 kw. of 
hydro capacity in 1950. 

Here also the emphasis is on stea™ 
—for that $45,000,000 will be spent, 
compared with $12,000,000 for new 
hydro capacity, and $114,000,000 for 
distribution lines, substations, and 
general purposes. 
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UTSTANDING among the projects is 

the new Edison steam station at 
Redondo Beach, on the edge of Los 
Angeles. Two units are in service, 
and two more will be operating late 
this year, giving a total of 264,000 kw. 
capacity. 

Redondo is considered the latest 
word in steam stand-by plants. 

It can burn gas, oil, or coal. 

It has an answer to the marine 
growth problem in sea water cooling— 
every few hours chlorinated discharge 
water is sent through the 1,900 ft. 
tunnels that carry sea water, by re- 
verse flow, and the discharge water, 
about 20 degrees warmer, eliminates 
the growth. 

Besides being located to use sea 
water for cooling, this plant is at the 
solar plexus of the company’s trans- 
mission, distribution, and _ electrical 
load. Speedy pickup to full load 
is a feature. Fuel oil is pumped 
direct to burners, through heaters, 
eliminating intermediate tanks. And 
the outdoors has been used as exten- 
sively as possible for a “switch gar- 
den,” where transformers boost the 
turbine power of 13,800 volts to 69,- 
000 volts. 

While new construction is largely 
steam, a substantial percentage of 
the company’s power is hydro, for 
which reason it is credited with one of 
the lowest operating ratios of any 
major utility system, according to 
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studies made by Kerr & Company, Los 
Angeles engineers. Its steam costs at 
Redondo and Long Beach are de- 
clared to be relatively low. 


HE outstanding postwar achieve- 

ment of this company was 
neither hydro nor .steam, but its 
changeover from 50 to 60 cycles. 

The company had inherited from 
the past a system of 50-cycle distribu- 
tion that made no trouble as long as 
its service was confined to Los 
Angeles. But as the business spread 
over a large area, and industry and 
many new home appliances were to be 
reckoned with, it set up complications. 

In 1946 (September 6) the actual 
changeover began in Santa Barbara, 
and the last cut over made in Redondo 
Beach October 26 (1948). 

This was as complicated an under- 
taking as a utility company is likely to 
carry through, paying for the sins of 
the fathers, the bill $37,500,000. More 
than 2,000,000 pieces of equipment 
had to be surveyed and engineered, and 
1,255,800 pieces adjusted, for 730,000 
customers, as well as company equip- 
ment. Everything from a five-dollar 
alarm clock to a 100,000 kw. generator. 
When the founding fathers picked 
“50” as a nice cycle number, they 
never dreamed of deep freezers, record 
radios, automatic washing machines, 
or fluorescent lighting. But so life has 
gone since their day, and everything 


“In July, last year, the Pacific Gas and Electric Company 
had one-third of the electric customers in the state [Cali- 
fornia], and served them in 46 northern and central counties, 
which contain more than 150 cities and towns, including 
San Francisco, Oakland, Sacramento, and other major cen- 
ters, together with large rural areas.” 
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Kilowatt hours 


* Daylight saving in effect. 
** Estimated. 


had to be changed, including 665,000 
meters. The job was done smoothly, on 
time, and paid for out of earnings over 
slightly more than the two years that 
it took. 


—— financing of the $171,000,- 
000 program that runs through 
1949 is being done with about $130,- 
000,000 from outside, and the rest 
from earnings and other inside re- 
sources. 

These are ticklish days for com- 
pany treasurers. Money is often tight. 
Interest rates are stiffening. Operat- 
ing costs are rising. Extraordinary 
expansions are needed to take care of 
future customer demand. Anything 
may be thrown out of line the next few 
years, as state commissions grant rate 
increases, or earnings increase, or we 
have continued inflation, or a recession. 

Edison has done some of its post- 
war outside financing through con- 
vertible bonds that, when there is bet- 
ter balance in the financial picture, 
may be converted to share in an in- 
creased dividend. 

Edison has had difficult problems in 
the postwar years, what with the 
burden of the cycle change, the expan- 
sion demanded by new population and 
industries, and increased labor costs— 
in 1948 wages took 21.5 per cent of 
operating revenue. 
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Peak demand kw. 
419,000 
464,000 
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But after a financial survey, Kerr & 
Company credited management with 
surmounting these difficulties, and 
stated that “the growth factor in the 
company’s business and earnings is 
pronounced, and a material increase in 
common dividends can be looked for 
in coming years.” 


HE municipal system operated by 

the Los Angeles Department of 
Water and Power has, of course, had 
the same problems of growth — and 
a little earlier had the same cycle 
change poser, which was carried out 
during the slack 1930’s, These figures 
outlined above show how war popu- 
lation and industry, and what came 
after, have affected its business. 

In 1943 the department put into 
service a new steam plant at Los 
Angeles harbor, with a single 65,000 
kw, turbine generator. In November, 
1947, a second 65,000 kw. unit was 
added. In December, 1948, a 75,000 
kw. unit was cut in, and early this year 
two more, with total capacity of 150,- 
000, will be in operation. The total 
plant cost will be around $42,000,000. 

Hydro capacity is also being devel- 
oped along the Owens river gorge in 
Inyo and Mono counties, with three 
power plants under construction, each 
to contain one 37,500 kw. generator. 
These plants will utilize a 2,375 ft 
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power drop; scheduled for completion 
in 1951; estimated cost, including 
transmission line, about $41,000,000. 

The department finances its capital 
improvements approximately 50 per 
cent from revenues, and 50 per cent 
from the sale of revenue bonds. 


* * * 


| yaar increases in power demand 
are highlighting the fact that Cali- 
fornia’s hydro resources are not un- 
limited, and that before many years the 
dependence will be upon steam generat- 
ing plants. 

Fifty years ago, utility engineers 
had a clean slate to write on, with ap- 
parently unlimited streams to draw 
upon for hydraulic power. The near-by 
resources were developed first, because 
the power business was mostly local. 
In many cases hydro resources capable 
of only 500 to 1,000 kw. were profitably 
utilized. Today these “toy” plants 
would be impossible by reason of costs. 

Then the larger projects were un- 
dertaken, Hoover dam and the Central 
Valley project. Today, there are no 
more Colorado or Sacramento rivers, 
and the minor hydro resources, capable 
of profitable development, are dwin- 
dling. So the trend is to steam, and that 
raises the question of fuel. 


At present, natural gas or fuel oil 
is Being used. In northern California 
some utilities operate in conjunction 
with major oil refineries, burning 
residual oils, But gas is favored as 
cheaper and having better burning 
characteristics. Texas natural gas has 
increased the supply. 


er by 1951, according to esti- 
mates by Robert P. O’Brien, of 
the California Public Utilities Com- 
mission, about one-quarter of the 
California oil production, 25,000,000 
barrels, will be needed for power 
generation. 

Except for costs, he believes, there 
will be little cause for concern over fuel 
supplies. There seems to be enough 
gas and oil in sight for the demands 
as now foreseen. 

However, the postwar increase in 
demand was not foreseen. It consti- 
tutes an overdraft upon our resources 
comparable to that upon our metals. 

If inadequate gas and oil supplies 
do not bring about a switch to coal, the 
price may do so. Pulverized coal can 
compete with oil at $2.50 the barrel, 
and oil is now up to $2.30. Large-scale 
use of coal would bring down its price. 
Some of the new steam plants are being 
built for conversion to coal. 


To Be Concluded in the Next Issue. 





24 HE far-reaching consequences of social security are well 
illustrated by its impact upon savings and investment. 
“The Federal trust funds are now collecting about $3 billion 
more than they pay out in benefits. This vast sum is almost a 
third of the liquid savings of the people as estimated by the 
Securities and Exchange Commission. This large segment of 
the nation’s savings is not available for investment in private 
enterprise. It must be placed in government securities.” 
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—EDITORIAL STATEMENT, 
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Electric Earnings Forecast 


Continuance of a 5-year projection by the author in 
1948 intended to indicate as closely as possible the 
continuing financial pattern of the industry. 


By CHARLES TATHAM, JR.* 


an article published in the PuBiic 

Utiuities FortNIGHTLY which 
presented a 5-year projection of 
earnings and certain investment data 
for the private electric utility industry. 
The purpose of the study was to at- 
tempt an appraisal of the longer-term 
outlook from the investor’s point of 
view, and the conclusion reached was 
that the industry’s earning power 
should continue to be well maintained 
and that the quality of its securities 
should continue to merit a high invest- 
ment rating. 

Recently the writer had occasion to 
prepare some revised earnings projec- 
tions and it may be that they will be of 
interest to the readers of the earlier 
article. When the projections shown in 
the previous study were made, the 
latest industry balance sheet data avail- 
able were for the 1946 year end, and 
the latest available earnings were for 
the twelve months ended September 
30, 1947. 


*For personal note, see “Pages with the 
Editors.” 
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I February, 1948, this writer had 


The present estimates are for the 
three years 1948, 1949, and 1950 and, 
at the time of their preparation, the 
latest balance sheet figures were as of 
December 31, 1947, and the latest re- 
ported earnings were for the twelve 
months ended September 30, 1948. 
Both studies are based on the figures 
for the industry that are reported by 
the Federal Power Commission. 

The data contained in the accom- 
panying tables are set forth in the same 
manner as in the previous article, as 
this seemed, and still seems, to the 
writer to be a method of presentation 
particularly suitable to the investment 
analyst. It embodies a technique or 
framework within which the necessary 
data can be easily fitted, with the result 
that the conclusions arrived at are 
more or less automatically as sound as 
the premises upon which they are 
based. 


B EFORE discussing our present views 
on the earnings outlook it may be 
of interest to compare our earlier esti- 
mate for 1947 with the actual results 
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achieved, and also to show our previous 
and presently revised estimates for 
1948. 

Table 1 lists the principal balance 
sheet and income account items, as we 
had estimated them for 1947 and as 
they were subsequently reported by the 
Federal Power Commission, together 
with the percentage degree of error in 
our estimates. 

For the years 1948, 1949, and 1950 
our present projections are somewhat 
higher than the ones made last year in 
respect to the principal balance sheet 
items and in the case of operating rev- 
enue. Operating profit, gross income, 
and net income show relatively little 
change. Table 2 shows our previous 
estimates for 1948 and our presently 
revised figures. 

In the previous study the 5-year pro- 
jections made were based on the in- 
dustry’s then estimated $5 billion ex- 
pansion program over this period, 
which ran through 1951. Last year 
was one of continuing heavy demand 
for electricity and estimates of the ex- 


pansion program increased consider- 
ably. Recently the Edison Electric In- 
stitute stated that the business-managed 
electric companies expected to make an 
outlay of over $5 billion for new con- 
struction during the 3-year period, 
1949-1951. This covers a somewhat 
larger field than that represented by 
our own figures, which relate to the 
Class A and B companies reported on 
by the Federal Power Commission. 


yy is obvious, of course, that no 
precise prediction can be made re- 
lating the expansion program to any 
particular time period. The electric 
industry necessarily has to expand its 
facilities in advance of the demands 
for service that will be made. In part 
the present construction program is es- 
sential merely to provide normal ca- 
pacity reserves over and above present 
demands. To an additional degree it 
is necessary in order to keep ahead of 
the increasing demands for service 
which will inevitably come. Economic 
growth, however, seldom follows an 


e 


TABLE 1 
(DOLLAR FIGURES IN MILLIONS) 


Est. 

1947 
Electric Plant $13,200 
Depreciation Reserve .... 3,000 


6,446 


Actual 
1947 


$13,611 
3,035 


-term Debt 
Preferred Stock 
Common and Surplus .... 


Total Capitalization 


Operating Revenue 
Operating Profit 

Gross Income 

Charges 

Net Income 

Preferred Dividends 
Balance for Common .... 
Common Dividends 
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TABLE 2 
(DeLLAR FIGURES IN MILLIONS) 


Previous 

Est. 1948 

$14,000 
14,541 


Electric Plant ..., 
Total Capitalization 


Operating Revenue 
Operating Profit 
Gross Income 

Net Income 

Balance for Common 


unbroken curve and construction ex- 
penditures will undoubtedly be influ- 
enced by the impact of changing con- 
ditions on service demands. 

In our present projections we are 
assuming that gress plant additions for 
the 3-year period, 1948-1950, will ag- 
gregate $3.8 billion, resulting in a net,/) 
increase in the industry’s electric plant | 
from $13.6 billion at the end of 1947 
to $17 billion at the end of 1950. This 
may well prove to be a conservative | 
estimate, but from the investor’s view- 
point we believe it preferable to err on 
the side of conservatism. 

Table 3 shows our assumptions as to 
how the needed capital is to be raised 
and Table 4 presents the industry’s 


= 


/ As 


Per Cent 
Change 


5 
3 


Preseni 
Est. 1948 


$14,900 
15,217 


4,160 
1,420 
900 


650 
550 


capitalization structure as it was as of 
December 31, 1947, and as it is pro- 
jected to the end of 1950. The expan- 


/ sion program should result in no weak- 


ening of the industry’s presently 
strong financial position. 


TUALLY, in our opinion, the indus- 

try could support a considerably 
higher debt ratio than that indicated, 
without undermining the prime in- 
vestment quality of its bonds. Bond 
quality should be measured, we believe, 
not by balance sheet ratios, but by the 
earnings protection afforded to charges 
under conditions of adversity and, in 
this respect, the electric industry is in 
an enviable position. 


TABLE 3 
EstrmaTep New CapitaAL REQUIREMENTS 
1948-1950 


Estimated Construction Expenditures 


Depreciation Reserve Accruals 
Balance to Surplus 
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TABLE 4 
(IN MILLIONS OF DOLLARS) 


Long-term Debt 
Preferred Stock 
Common Stock and Surplus .. 


$14,117 


y , 


Table 5 presents a year-by-year pro- 
jection of electric plant, depreciation 
reserve, capitalization structure, and 
certain related data, the first two col- 
umns showing our earlier estimate for 
1947 and the actual figures subsequent- 
ly reported. The main purpose of 
these projections is to develop the an- 
nual depreciation accruals, fixed 
charges on debt, and preferred divi- 
dend requirements, for use in making 
the earnings projections. The assump- 


Actual 


Per Est. 


Cent 1950 


46.8 $8,051 
15.0 2,422 
38.2 6,244 


100.0 $16,717 


tions on which the projections are 
based are set forth in the notes at the 
bottom of the table. 

In estimating future earnings, we 
have followed the same _ technique 
previously used ; i.¢., first, projecting a 
level of operating revenue, and, second, 
estimating the impact of those operat- 
ing expenses which, in their aggregate, 
determine the operating profit, or net 
operating income before depreciation 
and Federal income taxes. Operating 


e 


TABLE 5 


BALANCE SHEET PROJECTIONS 
(In millions of dollars) 
Est. Actual Est. 
1947 1947 1948 1949 1950 Note 
Electric Plant $13,200 $13,611 $14,900 $16,100 $17,000 A 
Depreciation Reserve .... 3,000 3,03 3,235 3,485 3,835 B 
Per Cent Plant 22.7 22.3 21.5 21.6 22.5 


Est. Est. See 


Capitalization _ 
Long-term Debt 
Preferred Stock 
Common and Surplus ... 


6,446 6,601 7,301 7,801 
2,180 2,122 2,272 2,372 
5,320 5,394 5,644 5,994 


$13,946 $14,117 $15,217 $16,167 $16,717 


343 332 350 400 450 
Per Cent Plant 2.6 2.4 2.4 2.5 2.6 


Total Fixed Charges 240 250 275 290 
Per Cent Debt 3.9 3.6 3.4 3.5 3.6 


Preferred Dividends 96 100 107 1ll 
Per Cent Preferred . 4.5 44 45 4.6 


A. Based on net increase: 1948, $1 Rom yk He, Ns 2 billion; 1950, $900 million. 
Based on net increase: 1948, 949, $250 million; 1950, $350 million. 
Based on increase: 1948, million ; 1950, $250 million. 
Based on increase: 1948, $150 million; 1949, $100 million; 1950, $50 million. 
Based on increase: 1948, 50 million ; oe 50 million; 1950, million. 
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8,051 
2,422 
6,244 





Annual Depreciation 
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TABLE 6 


PROJECTED OPERATING PROFIT 
(In millions of dollars) 














Est. Actual Est. Est. Est. See 
1947 1947* 1948 1949 1950 Note 
Operating Revenue ........ $3,650 $3,690 $4,160 $4,500 $4,750 A 
NE cid sven es dgensoe 735 727 811 852 852 B 
Per Cent Revenue .... 20.1 19.7 19.5 18.9 17.9 
PAE nous ed eesee se 589 790 
Per Cent Revenue .... 14.3 16.0 19.0 17.8 16.8 > 
Other Operating Expense 660 631 736 
Per Cent Revenue .... 18.1 17.1 17.7 17.7 17.6 
Operating Taxes ........ 356 
Per Cent Revenue ..... 10.0 9.6 9.7 10.0 10.0 
Tom’. Operating Expense .. ust 2,303 sR i pis 
Per Cent Revenue ..... 62.5 62.4 65.9 64.4 62.3 
gy of payee 1,387 
Per Cent Revenue ..... 37.5 37.6 34.1 35.6 37.7 


Notes: 
A. Based on increase: 1948, 12.9% ; 1949, 8% ; 
B. Based on increase: 1948, 11.6%; 1949, 5%; 1 


= 5. = 


50, nil. 
C. Based on increase in per cent of revenue: tr 18.9% ; 1949, —6.4%; 1950, —5.6%. 


e 


* Preliminary. 


expenses are redistributed under their 
four principal classifications, wages, 
fuel cost, operating taxes, and other 
direct operating costs. The latter in- 
clude materials and supplies used in 
operation, office rents, legal expense, 
insurance, advertising, and other mis- 
cellaneous items. Under operating 
taxes we arbitrarily include all taxes 
other than Federal income taxes. 


__e 6 shows this breakdown, as 
we had estimated it for 1947, as 
subsequently reported by the Federal 
Power Commission, and as we have 
projected it through 1950. As we 
pointed out in last year’s study, the 
purpose of these projections is not to 
attempt an exact measurement of the 
individual expense items, but rather to 
arrive at an aggregate expense ratio to 
apply to operating revenue. 
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iy a regulated industry, where rev- 
enue is determined by controlled 
rates, there is a normal economic rela- 
tionship between revenue and the direct 
costs of doing business, a relationship 
which has persisted for many years, To 
a degree it has been distorted by the 
postwar rise in costs but, presumably, 
this will prove to be but a temporary 
dislocation and it should be only a mat- 
ter of time before the prewar ratio of 
operating profit to revenue reasserts 
itself. 

The data now developed permit a 
projection of composite earnings for 
the industry. This is shown in Table 
7, which also shows our previous esti- 
mate for 1947, together with actual re- 
sults achieved, and our present projec- 
tions for the next three years. Operat- 
ing revenue and operating profit are 
taken from Table 6 and depreciation, 
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fixed charges, and preferred dividends 
are as set forth in Table 5. Federal in- 
come taxes are continued at the present 
rate, for several reasons. In the first 
place, it seems premature to attempt to 
estimate what, if any, increase there 
may be in the corporate income tax and 
to foretell whether a regulated indus- 
try such as this would be subjected to 
the same form of tax as other unregu- 


lated enterprises. Secondly, it must be 
kept in mind that, from the standpoint 
of regulation, income taxes are a rec- 
ognized cost of doing business and any 
increase therein, to the extent that it 
caused a deficient return, would justify 
offsetting higher rates. Generally 
speaking, moreover, only a very small 
increase would be necessary. 

For example, if in our projected 


TABLE 7 


ProjEcTeD EARNINGS 
(In millions of dollars) 


Est. 
1947 


Operating Revenue* $3,650 
Operating Profit* 1,370 
Per Cent Revenue 37.5 


Depreciation* 343 
Charges 251 


Balance “7% 
F.1.T.* 278 
35.8 

Balance 498 
Other Inc.t 130 


628 


Balance 


Gross Income 879 
251 

Net Income 628 
Preferred Dividends ..... 107 
Balance for Common 521 
Common Dividends 415 


Balance to Surplus 106 


Ratios 
Return on Total Capital 
and Surplus 
Return on Common Stock 
and Surplus 
Common Dividends Per Cent 
Common Stock and Surplus 
Per Cent Common Dividend 
Payout 
Times Charges Earned 
Times Charges and Preferred 
Dividends Earned 
Notes : 
* Electric department only. 
Tt Net after taxes. 


Est. 
1948 


$4,160 
1,420 
34.1 


Actual 
1947 
$3,698 
1,381 

37.4 


332 350 
240 250 
820 

290 

35.4 

530 

120 


900 
250 


100 


550 
400 


150 
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earnings statement for 1950 we use a 
45 per cent Federal income tax instead 
of the present rate, the reduction 
caused in gross income would be com- 
pletely offset by a 4 per cent increase 
in revenue, provided the increase were 
brought through to the balance before 
taxes. The method of presentation 
used in this table permits the insertion 
of any tax rate, with the subsequent 
determination of earnings being mere- 
ly a matter of arithmetic. 


mA‘ the bottom of Table 7 are shown 
the usual financial ratios measur- 
ing the return to investors and the pro- 
tection afforded the industry’s senior 
securities. Subject to the reasonable- 
ness of the underlying assumptions 
made, it appears to the writer that there 
is every reason to have complete con- 
fidence in the continued investment 
soundness of the industry. 

It is obvious, of course, that we can- 
not look into the future and foretell 
exactly what is going to happen, yet it 
is equally obvious that some such at- 
tempt must be made every time we in- 
vest money in a business enterprise. 
Actually, we assume that the status quo 
will by and large continue, subject to 
the varying influence of established 
trends and other developments that 
may either be beginning to assert them- 
selves, or be anticipated in the foresee- 
able future. 

In the case of the electric utility in- 
dustry a continuing upward trend in 


sales appears almost certain. Virtually 
every aspect of electric utilization is 
susceptible of further development; 
electricity is a form of adaptable en- 
ergy that still has almost unlimited 
applications. Moreover, it is our guess 
that the future growth of the industry 
will be financed predominantly with 
private capital. We are not yet pre- 
pared to believe that nationalization of 
industry is part of the future plan for 
this country, and in this respect we do 
not differentiate between the electric 
power business and others. The pro- 
gressive benefits resulting from private 
enterprise in this field, as in others, 
constitute, we believe, too potent an 
argument to be rejected by an informed 
people. 

The attracting of capital, of course, 
will require assurance to investors of 
an adequate return. The economics of 
the industry practically guarantee such 
a return, since the cost of the service 
to consumers is far below that of any 
acceptable substitute, and from a regu- 
latory viewpoint there is substantial 
evidence that rates necessary to pro- 
duce the required earnings will be 
allowed. 

The projections set forth in this 
study are not intended to be an exact 
forecast of what is going to happen, in 
respect to the individual figures; they 
are intended rather as an indication, as 
close a one as we can make, of the 
continuing financial pattern of the 
industry. 





¢cBr epee | more than we consume, by growing more than we 


by saving more of what we earn . 


. we can provide an ample 


living for ea our population, take care of those unable to earn a living, 
and attain that security and freedom from the tyranny of men and nature 
all other economic systems promise but — >< ours can deliver.” 


BouLwakeE, 


Vice onion ‘Emplo e Relations, 
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General Electric Company. 
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Avoiding Extremes in Rate 
Regulation 


If, according to the old adage, the truth can most often be found 

somewhere between extremes, this analysis of the extremes, 

as compared with reasonable compromise in the process of 

regulating a utility's rate of return, might well throw a new 

light or show a new approach on a controversial problem of 
regulation. 


By WALTER J. HERRMAN* 


Roman writer Ovid was to avoid 


, HE valued advice of the ancient 
extremes on the theory that the 


safest ground was always somewhere 


in the middle—“medio tutissimus 
ibis.” Unfortunately, this practical 
rule of the “golden mean” has appar- 
ently never been applied too carefully, 
in discussions about the proper ap- 
proach for determining fair and equi- 
table return in the fixing of public 
utility rates. 

To get down to cases immediately, 
let us see what area is removed from 
controversy. On what point, or points, 
do most of the authorities agree? Nine 
out of ten responsible persons who 
have given thought or engaged in re- 
search on the subject would probably 
agree that the accepted method for de- 
termining fair earnings of a public util- 
ity company is to multiply the “value” 
of the property by a percentage “rate 


*For sonal note, see “P with the 
Editors.” 2 ai 
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of return.” Thus, if the “value” of 
the property were assumed to be $10,- 
000,000 and a fair “rate of return” 
were assumed to be 6 per cent, the 
resulting earnings would be computed 
in the order of $600,000 a year. This 
simple process of multiplication is the 
accepted convention. 

But the same nine out of ten authori- 
ties would probably not agree at all on 
what constitutes “value.” They would 
also probably disagree on what is a fair 
percentage “rate of return.” Let us— 
by way of laying out our alternative 
extremes—consider the two widest 
variants of economic opinion on each 
of these factors : 


As to Rate Base 


(1) The strict original cost advo- 
cate insists that “value” for rate-mak- 
ing purposes must have a cost or in- 
vestment basis, one predicated on the 
number of dollars originally spent to 
set up the property. 

2) The “present fair value advo- 
cate” would like to use a current value 
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rate base, one predicated on what the 
investment is worth in terms of cur- 
rent dollars (accrued depreciation 
also being recognized and deducted). 


As to Rate of Return 


(1) A return predicated on what 
other industries are earning on their 

original investment (cost). 

{2) A return predicated on what 
utility securities are selling for, in re- 
lation to earnings (current market 
return). 


| bey us translate the “end result” of 
these alternative views into con- 
crete computation. Let us first take 
some hypothetical round figures’ for 
the two rate base variants. Assume 
that a utility property was built during 
the 5-year period between 1934-38 at 
a cost of $1,000. In August, 1948, its 
cost would, according to the widely ac- 
cepted Handy index, be about $2,100. 
Leaving aside complications of deduc- 
tions for depreciation, the end result 
on a cost basis would be $1,000. The 
end result on a present fair value basis 
would be $2,100. These figures give 
us some idea what differences exist be- 
tween investment cost and present cost 
value for a typical utility property—all 
other things being equal except the two 
dates of investment. 

Next, let us proceed to spell out the 
two variants of rate of return, men- 
tioned above. Over the same 1934-38 
period, a wide cross section of leading 
manufacturing corporations reported 
average earnings on their invested 
capital of 7.4 per cent. (From National 
City Bank Annual Surveys. ) 


1934-38 
1. $1,000 x 6.1% = $61 
2. 1,000 X 74% = 74 
3. 1,000 X 61% = 61 
4, 1,000 X 74% = 74 
MAR. 17, 1949 


For the first six months of 1948, a 
similar group of manufacturing cor- 
porations earned 18.8 per cent on their 
invested capital. 

But how was it with the utility 
companies? During the period 1934 
38, the average earning-price ratio for 
representative utility companies (ratio 
of total earnings to total value of out- 
standing securities) was about 6.1 per 
cent. (Data based on Standard & 
Poor’s Security Yield Indices. ) 

As of July, 1948, the average earn- 
ing-price ratio for utility companies, 
calculated in the same manner and 
from the same source as for the earlier 
period, was 5.8 per cent. 


a figures give us good meas- 
ures of return rates based on in- 
vestment (cost). versus current mar- 
ket return on securities. 

It is obvious that four possible com- 
binations of the foregoing data can be 
used : 


1. A current market rate of return 
applied to an investment rate base. 

2. A rate of return based on returns 
on other investments applied to an in- 
vestment rate base. 

3. A current market rate of return 
applied to a “value” rate base. 

4. A rate of return based on returns 
on other investments applied to a 
“value” rate base. 


Now let us see what answers these 
various combinations would have pro- 
duced in dollar return during the pe- 
riod 1934-38 and also for the year 
1948. See table below. 


1948 
$1,000 xX 58% = $ 58 
1,000 K 188% = 188 
2,100 X 58% = 122 
2,100 XK 188% = 395 
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Fair Earnings of a Public Utility 


sid 9 fet out of ten responsible persons who have given thought or 
engaged in research on the subject would probably agree that 
the accepted method for determining fair earnings of a public utility 
company is to multiply the ‘value’ of the property by a percentage ‘rate 
of return.’ Thus, tf the ‘value’ of the property were assumed to be 
$10,000,000 and a fair ‘rate of return’ were assumed to be 6 per cent, 
the resulting earnings would be computed in the order of $600,000 a 
year.” 





C= first the relatively small 
variation on all answers in the 
first column as compared with the 1948 
column. In the Thirties, when prices 
were relatively stable, it made little dif- 
ference what combinations of basic 
data were used, The answer was about 
the same because the various quantities 
were expressed in generally consistent 
units of measurement. 

In 1948, however, the differences 
are large, due to the fact that the 
quantities involved may be expressed 
in widely different currency units, all 
of which have the same nominal value. 

If we say—going back to situation 
No. 1— that our public utility com- 
pany in 1948 should earn a rate geared 
to its investment (of 1934-38 dollars) 
and yielding a percentage figure keyed 
to the current market return, we get 
the minimum answer of $58. This is 


351 


less than the same company earned 
back in 1938, on the same basis of pro- 
cedure. In other words, the company’s 
net earning power, even in terms of 
today’s diluted dollars, would be less 
than its earning power in prewar dol- 
lars (with their much higher purchas- 
ing power). 

Next let us proceed on the basis.of 
situation No, 2. Here we say that the 
1948 rate base will still be confined to 
investment in terms of 1934-38 dollars 
actually invested. But we change the 
percentage of return, by permitting the 
utility company in 1948 to earn the 
same yield on its investment as other 
representative companies are earning 
on their investment. What happens? 
The answer jumps to $188—which 
would make the 1948 profit 24 times 
(in terms of dollars) the yield in 
1934-1938. Here we see that some 
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recognition of the diluted value of the 
1948 dollars has intruded, indirectly. 
This happens because we have geared 
the percentage of profit to the same 
level which functions in an unregulated 
market. These other companies re- 
quire, and earn, a higher percentage 
return on their original investment in 
order to do business in today’s relative- 
ly inflationary market conditions. 

Now let us take situation No. 3. 
Here we make adjustment in the rate 
base itself. But we make no adjustment 
in the percentage return which is still 
the current market rate. And so, by 
using a property value which has been 
adjusted to reflect the 1948 level of 
such property values and multiplying 
it by the current market return, our 
answer comes out to $122, just twice 
the prewar result. 

Finally we take situation No. 4, 
using both present value as a base and 
adjusting the percentage of return to 
the level which other companies are 
earning on their investments. This 
gives us the maximum answer of $397. 


A“ right. What is wrong with these 
pictures? It does not take much 
analysis to see that situation No. 1 and 
situation No. 4 are equally wrong but 
in opposite directions. In situation No. 
1, our rate base was expressed in pre- 
war dollar units, while our rate of re- 
turn was based on postwar prices. In 
situation No. 4 the rate base is ex- 
pressed in postwar dollar units, while 
the percentage of return is based on 
prewar prices (1.¢., what other com- 
panies are earning with relation to 
their original investments ). 

Without getting into algebraic for- 
mulae let us show up this identical 
fallacy in another way. As to situation 
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No. 1, it does not make sense to say 
that one particular industry should be 
limited to earnings which are less to- 
day than they were in prewar times, 
while most other industries are earn- 
ing twice as much or more. By the 
same token, as to situation No. 4, it is 
equally unreasonable to claim a return 
twice the amount that other com- 
panies are earning on a similar basis. 

That leaves us with situation No, 2 
and situation No. 3 as middle-ground 
possibilities. Actually either can be 
defended from the standpoint of eco- 
nomic logic. Perhaps No. 3 is a little 
more logical than No. 2 because the 
latter makes use of a rate of return 
which is known to run to extremes. It 
may, at the current given time, be too 
high to apply to such a relatively stable 
industry as the public utility industry. 
But fundamentally we have demon- 
strated both the logic and arithmetical 
propriety of applying either (1) an 
investment return to an investment 
rate base, or (2) a value return to a 
rate base adjusted to present value, No 
great error should result from a rea- 
sonable interpretation of either pro- 
cedure. 


B* contrast, it would seem that the 
proponents of situation No. 1 are 
unfairly depriving investors in regu- 
lated utilities of a reasonable return 
because they use illogical arithmetic 
—that is, they multiply an investment 
base by a current market return. 
Going to the opposite extreme — in 
situation No. 4—it is clear here that 
the consumers would be defrauded by 
the same error in reverse. We are 
applying the rate of return which other 
companies obtain on their investment 
to a rate base which has been adjusted 
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to present value, giving double recog- 
nition to the same inflationary factor. 

The conclusion to be reached from 
this is that the middle roads are safest 
and indeed are the only ones that can 
be economically defended. Nelson 
Lee Smith — subsequently chairman 
of the Federal Power Commission—in 
his book on Fair Return (1937) said: 
“Whatever the rate base, any desired 
result may be produced by the selection 
of a suitable rate of return, for these 
two factors taken together govern the 
net income, . . . It follows that the rate 


of return cannot be chosen without 
consideration of the method of valua- 
tion which has been employed.” 

To the same effect we note the fol- 
lowing passage in the amicus curiae 
brief of the Federal Power Commis- 
sion to the U. S. Supreme Court in 
Pacific Gas & Electric Co. v. Califor- 
nia Railroad Commission in 1937: 
“The rate of return measured by in- 
vestment on the one hand should be 
applied to investment on the other; 
only a rate of return on ‘value’ should 
be applied to value.” 


o 





Time for Codperation 


. °N EWSWEEK recently published an article on electric 

power, in which it touched on the controversy be- 
tween advocates of public development and the supporters of 
private enterprise. In this regard, it said ‘The government 
must work with, rather than against, the private companies to 
maintain a healthy industry. In the past, Federal officials have 
intimidated the privately operated utilities, stunting their ex- 
pansion in a number of regions. In planning and administering 
its projects, the government must take care to let private busi- 
ness know just where it stands and to codperate with it in power 
distribution and otherwise.’ 

“That is a very moderate statement of the case. Socialized 
power has been urged with a fanatical determination which has 
totally overlooked the enormous cost to the taxpayers, which 
has led, in some instances, to wasteful and unnecessary duplica- 
tion of existing facilities; which has attempted to hide the 
fact that free enterprise built the American power industry and 
still supplies most of our electricity; and which has disregarded 
the remarkable job done by the private utilities in meeting 
demand, and thus preventing anything like a serious power 
shortage. 

“We will need vast increases in our power supply in the 
future. And let no one believe that only the government is 
capable of handling it. The private industry has the greatest 
expansion program in its history in full swing now. By 1957, 
its capacity will be increased by 80 per cent. The public treas- 
uries will not contribute a penny of the cost—but will, instead, 
get heavy tax revenues from the plants and other properties 
which are being built. In the light of all this, NEwSwEEK’s 
suggestion that government must codperate with the industry 
is just plain common sense.” 

—Excerpt from “Industrial News Review,” 
published by E. Hofer & Sons. 


353 MAR. 17, 1949 


“ Oo vw se & 


! 
1 
t 
7 
) 








Ringing the Bell for Telephone 
Rate Increases 


Does the increase in the volume of telephone litigation 
augur a period of adjustment in the broad field of 
regulatory policy governing rate fixing? 


By BETHUNE JONES* 


that the telephone and transit 

utility companies are more sensitive 
to changes in the general economic 
price level than the other branches of 
community utility service; namely, 
gas, electric, and water companies. 
While changes in utility rates generally 
lag behind the changes in other cost of 
living items, the lag is more pro- 
nounced in the case of gas, electric, and 
water utilities than in the case of tele- 
phone and transit companies. 

This has been clearly shown since 
the end of World War II—which was 
more or less a repetition of a similar 
experience after World War I. With 
the removal of the OPA price controls, 
general cost of living began to rise on 


[ is a demonstrable economic fact 


"food, clothing, house furnishings, and 


about everything else, with the excep- 
tion of rentals and public utility serv- 
ices. Inevitably wages increased in all 


*Professional writer, Red Bank, New 
Jersey. 
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lines of business — including public 
utility business—and the cost of sup- 
plies and equipment and taxes was 
reflected in operating expenses which 
made the inflationary spiral of prices 
inevitable. 

Yet it was not until the late summer 
of 1946 that the first major telephone 
rate increase was filed in North Caro- 
lina by a Bell system company. Prior 
to that time telephone rates had even 
declined fractionally since before the 
war. By the end of 1947, Bell system 
companies and a good many of the in- 
dependent telephone companies had 
found it necessary to seek rate increases 
in more than a dozen states. And the 
first scattered gas rate increases were 
beginning to be reported. By the end 
of 1948 telephone rate increases were 
in full flight. Bell system companies 
have now applied for rate boosts in 
every state in the Union except Ne- 
vada. By the end of 1948, gas rate 
increases were coming in steadily from 
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all sections of the country. And the 
first of the major electric rate increase 
petitions had been filed in Georgia, 
Detroit, and the District of Columbia. 

There are doubtless a number of 
factors to explain this varying degree 
of vulnerability to changing economic 
trends which seem to characterize the 
respective utility groups. For one 
thing, the telephone industry is char- 
acterized by a higher payroll factor 
and the plant facilities are of a nature 
requiring more frequent maintenance 
and replacement—per dollar invested 
—than the more stabilized economic 
utility with its tremendous plant in- 
vestment of $35,000 per employee. 
(Bell system investment per employee 
is in the order of $11,650.) This 
naturally makes the telephone industry 
more sensitive to sharp changes in pay- 
roll and maintenance expenses. 


| ae so, the rise in telephone rates 
throughout the nation has lagged 
| far behind the rise in cost of living. 
By the end of 1948 the cost-of-living 
index was approximately 75 per cent 
above the prewar level (1935-39 index 


basis). The Bell system telephone 
rates, however, had risen on an average 
of only 14 per cent on the basis of in- 
creases granted through November 
of 1948. Even if the full amount of 
relief requested in all Bell system 
company applications then pending 
were granted, the average cost of 
service to telephone subscribers would 
be only 22 per cent above the prewar 
level — which is approximately the 
same as the level of telephone rates 
which prevailed prior to the first rate 
increase application in 1946. These esti- 
mates are based on figures released by 
the American Telephone and Tele- 
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graph Company late in 1948. At that 
time the dollar increases allowed at the 
various 21 Bell system operating com- 
panies were as shown, in summary 
tabular form, page 356. 

Since Table I was tabulated, the in- 
creases have been filed and granted or 
denied in whole or in part as specified 
in Table IT. (See page 357.) 

There were also several other small- 
er rate proceedings involving various 
stages of presentation or litigation. 
Two of the more significant over-all 
features of this general rise in tele- 
phone rates are: (1) The commissions, 
with few exceptions, have been quite 
responsive to company evidence show- 
ing loss of profitable operations by rea- 
son of increased operating expenses. 
(2) In several cases where the commis- 
sions have refused to grant relief, the 
state courts on appeal have insisted 
that they do so. Opponents of tele- 
phone rate increases have failed to win 
a single major appeal thus far carried 
to the higher state courts. 


HESE two over-all conclusions 
suggest that those critics of the 
Supreme Court decision in the Hope 
Natural Gas Case* who foresaw the 
possibility of irresponsible state com- 
mission action, under political pres- 
sure, to keep rates down regardless of 
economic consequences were unduly 
anxious. The situation would also 
indicate that the Johnson Act, passed 
by Congress some years ago, to drive . 
utility rate case appeals into the state 
courts, by barring them from Federal 
courts, has not had the result of de- 
priving utilities of substantial appellate 
relief, 
In Georgia, the Southern Bell Tele- 
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phone Company won a notable victory 
in the state supreme court when the 
state commission refused to recognize 
various items of operating expenses. 
Lower state courts in Alabama and 
Tennessee have been openly critical of 
state commission action delaying or 
refusing the telephone companies rate 
relief. 

One of the interesting by-products of 
these cases, especially the court ap- 
peals, has been a reassurance that re- 
sponsible regulators are alert to the 
need for protecting the investors’ in- 
terest to the end that the public’s 
interest will not suffer by the failure of 
the utility’s interest to attract needed 
capital. Shortly after the Hope deci- 
sion the Wisconsin commission, in the 
celebrated City of Two Rivers Case * 
involving the Commonwealth Tele- 
phone Company of Wisconsin, em- 


2 (1945) 61 PUR NS 503. 


= 


barked on a strange adventure. The 
commission in that instance mistook 
its regulatory authority as a charter 
for almost arbitrary action. When the 
Badger state commission tried to fix 
rates without any explanation for their 
basis, the Wisconsin Supreme Court 
quickly snapped the commission back 
into line. This company has since ob- 
tained a $675,000 or 25 per cent in- 
crease from the Wisconsin commis- 
sion. 


HERE were other commissions 

which evidently did not feel that 
they had to account or explain their 
actions too carefully to the courts when 
engaged in utility rate making. Per- 
haps it was the effect of this “commis- 
sion-can-do-no-wrong” spirit which 
persuaded the Georgia commission in 
January, 1948, to throw out virtually 
all operating expenses claimed by the 


TABLE I 


New England Tel. & Tel. Co. ...... 
New York Telephone Co. ......... 
New Jersey Bell Telephone Co. ... 


Bell Telephone of Pennsylvania 


Rate 
In creases 


Rate Increase 
Authorized or 


eeeeee 


serene 


Diamond State Telephone Co. ........... 


Chesapeake & Potomac Telephone Co. 


Chesapeake & Potomac (Md.) 
Chesapeake & Potomac (Va.) 
Chesapeake & Potomac (W. Va.) 


Southern Bell Tel. & Tel. ......... 
Ohio Bell Telephone Co. .......... 
Michigan Bell Telephone Co. ..... 
Indiana Bell Telephone Co. ....... 
Wisconsin Bell Telephone Co. .... 


Illinois Bell Telephone Co. 


Northwestern Bell Telephone Co. .. 
Southwestern Bell Telephone Co. .. 
Mountain States Tel. & Tel. Co. .. 
Pacific Telephone & Telegraph Co. 
Southern New England Tel. Co. ... 


Cincinnati & Suburban Bell Tel. Co. . 
Total 


* Indiana not included. 
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TABLE II 


Name of Company 
Pennsylvania Bell Telephone 


$25, 
New England Telephone & Telegraph 2, 700,000 


Chesapeake & Potomac Telephone 
(Maryland) 

Chesapeake & Potomac Telephone 
(West Virginia) 


Southern Bell (South Carolina) .... 


Southwestern Bell (Kansas) 
Michigan Bell 

Southwestern Bell (Missouri) 
Southern Bell (Tennessee) 


Increase 
Requested 
5,000,000 


Disposition 
Suspended 
Granted $1,000,000 


Still pending 


Still pending 
750,000 Approved 
$3,430,000 Approved 
Pending 
300, 000 Approved 
570,000 Approved 





Southern Bell Telephone & Telegraph 
Company for payments under license 


contracts to the American Telephone 
and Telegraph Company and for serv- 
ices performed by Western Electric. 
As will be seen in discussion of the 
more recent development about these 
license contracts, a good case may be 
made out to the effect that these 
services may possibly not be worth 
every dollar paid under contract. And 
the California commission, as well as 
the U. S. Justice Department, is pres- 
ently taking the line that such con- 
trolled contracts between affiliated cor- 
porations are properly open to scrutiny 
for the protection of the consumer. 
But at least these services are worth 
something. The failure to recognize 
| that fact seemed to be the major cause 
for the Georgia commission’s reversal 
by the Georgia Supreme Court on all 
but two points. The court gave South- 
ern Bell nearly all of the $3,750,000 
tate increase originally sought as well 
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as a 70-page lecture on respective func- 
tions of regulation and management. 

Reinstating all of the contract pay- 
ments between the Bell system affiliates 
as proper operating charges, the court 
reminded the commission that it was 
not the manager of the company and 
had no right to interfere with man- 
agerial decisions as to proper expendi- 
tures for operation, except under cir- 
cumstances suggesting irregularity, 
such as incompetence or dishonesty. 
Only in the case of two smaller cost 
items for depreciation and for losses 
on an employee cafeteria was the 
commission’s wholesale disallowance 
of Southern Bell expense items sus- 
tained by the high state court. 


HIS decision, of course, is not 

binding outside of Georgia but it 
may have had some persuasive effect 
on other state commissions. The 
Tennessee commission, for example, 
refused to rule on such matters, taking 
MAR. 17, 1949 
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the attitude that the statutory burden 
of proof imposed on the telephone 
company had not been fulfilled. 

The Tennessee Court of Appeals, in 
a decision handed down last August,* 
reversed the commission and upheld a 
lower state court injunction against 
enforcement of the commission’s 
erder. The court said, in response to 
commission contention that the lower 
court had attempted to substitute its 
views for that of the commission : 


There are two different modes of 
judicial review of the action of the 
commission: (1) the ordinary one by 
certiorari, as provided by Code §§ 
8989- 9018, to determine whether the 
commission has acted in excess of the 
power conferred upon it by our 
statutes, or whether there is any evi- 
dence to support its findings; and 
(2) the one in which a court of equity, 
in the exercise of its original jurisdic- 
tion, is called upon to determine 
whether the commission’s action has 
transcended the constitutional limits of 
the legislative sphere — whether the 
rate fixed is confiscatory. 

In the former the scope of judicial 
review is much narrower, and the court 
is bound by the commission’s findings 
of fact if there is any substantial evi- 
dence to support them. Tennessee C. 
R. Co. v. Pharr (1946) 194 SW2d 
486; 198 SW2d 289, and cases there 
cited. But in the latter, the court is 
not bound to accept such findings, 
though supported by substantial evi- 
dence, but must exercise its own inde- 
pendent judgment upon both the law 
and the facts, ... 

The learned chancellor did that in 
this case. He found that the revised 
rates were just and reasonable, that 
there was no evidence to support the 
commission’s action, that its order re- 
quiring the company to continue op- 
erating at the existing rates was con- 
fiscatory, unconstitutional, and void, 
and should be enjoined. 


#76 PUR NS 101, 108. 
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ee court decision (not 

involving telephone rates) on the 
authority of courts to act in such in- 
stances was handed down early last 
year in Indiana in a case involving a 
transportation utility. The Indiana 
Supreme Court, in the case of Public 
Service Commission v. Indianapolis 
Railways,* held that where a court 
finds that commission-fixed utility 
rates are unreasonable and confisca- 
tory, the court has the power to enjoin 
the setting of any rates lower than 
those proposed by the utility. 

Indianapolis Railways, Inc., had 
asked the Marion County Circuit Court 
to enjoin the enforcement of rates 
fixed by the Indiana Public Service 
Commission and to prohibit interfer- 
ence with the collection of higher rates 
filed with it by the company. The 
company contended that the commis- 
sion-authorized rates were unreason- 
able and confiscatory and that those 
filed by the company as emergency 
rates were the lowest possible charges 
that could be made without jeopardiz- 
ing its credit and solvency. 

In reviewing the refusal of the com- 
mission to grant such emergency rates, 
the circuit court received additional 
evidence to that given at the rate hear- 
ing. The commission, having received 
from the court and reviewed such evi- 
dence, again refused the company, pro- 
posed increase. Thereupon, the circuit 
court found in favor of the company’s 
plea for an injunction. 


I* appealing to the Indiana Supreme 
Court, the commission contended 
that the lower court was precluded 
from a consideration of the question 
that the commission-fixed rates were 


£74 PUR NS 265, 76 NE2d 841. 
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both unreasonable and confiscatory if 
there was some evidence before the 
regulatory body which supported its 
fnding. The high state court held, 
however, that “this rule applies only to 
the sufficiency of the evidence to sup- 
port the finding of the board or com- 
mission. It does not apply where the 
order is being questioned as unreason- 
able or confiscatory.” 

Of course, the extent to which an 
appellate court can go in reviewing 
both the law and the facts originally 
found by the commission, primarily 
depends upon the particular statute in 
each state. The controversial question 
of whether a court should review evi- 
dence or substitute its judgment for 
that of the commission is a very old 
problem of administrative law which 
never has been settled and probably 
never will be settled entirely. Suffice 
to say, from a practical standpoint, 
that the courts — through this critical 
period of inflation—have shown a dis- 
position to rectify regulatory pressure 
on utility companies which seems too 
stringent. This, in itself, should be re- 
assuring to those who feared that the 
state courts might follow the spirit of 
the U. S. Supreme Court in the Hope 
Natural Gas Case and wash their 
hands of regulatory cases, leaving the 
state commissions to do pretty much 
as they pleased in rate-fixing cases. A 
trained lawyer could always have made 


this distinction (between the U, S. Su- 
preme Court passing on constitutional 
violations and state courts interpret- 
ing requirements of local statutes). But 
to the layman—-particularly the invest- 
ing layman—it is interesting to note 
that these rate cases are actually 
working out that way. 


HE foregoing is not to suggest 
that the commissions, by and 
large, have not shown a remarkable de- 
gree of sensitiveness to the plight of 
the telephone industry. Quite aside 
from the substantial amount of relief 
already noted in terms of dollars and 
cents, one might pick at random from 
a number of opinions by state commis- 
sions courageously recognizing the 
need for adequate earnings by tele- 
phone companies. 
The North Carolina commission, in 
a case decided early in 1948,° not only 
granted Southern Bell the full in- 
crease requested in that state but even 
raised a question of whether the com- 
pany should not try to do something 
about its low earnings in other states. 
The commission granted the increase 
amounting to $680,000; then pointed 
out that after taxes the net increase 
would be only $372,000, producing a 
return of 5.59 per cent, which it “felt 
was not an unreasonable amount.” But 
the commission went on to observe that 


572 PUR NS 33, 35. 


lagged far behind the rise in cost of living. By the end of 1948 


q “ . . the rise in telephone rates throughout the nation has 


the cost-of-living index was approximately 75 per cent above 
the prewar level (1935-39 index basis). The Bell system 
telephone rates . . . had risen on an average of only 14 per 
cent on the basis of increases granted through November 
of 1948.” 
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Southern Bell was operating in the red 
in three out of nine of the southeastern 
states of its service area. The commis- 
sion’s opinion stated : 


This. situation is giving this com- 
mission grave concern because it is 
obvious . . . that a company in this 
plight is not in a position to get new 
money needed for its unprecedented 
expansion program by the sale of 
stock or bond issues. 


The commission said that it was 
willing to provide adequate rates on 
North Carolina service but that it is 
“ynalterably opposed to granting the 
company any increase in revenue for 
the purpose of subsidizing any losses 
which are sustained or may be sus- 
tained in any other state.” The opin- 
ion continued : 


It must be kept in mind that tele- 
phone service is different from that 
rendered by any other utility in that 
all parts of the country are intercon- 
nected. People in this state talk to peo- 
ple in other states, people in other 
states talk to people in this state, and 
if the service in any state through 
which their conversation is transmit- 
ted is poor, the whole service is poor 
just as no chain can be stronger than 
its weakest link, . . . The people of 
North Carolina are clamoring for this 
needed expansion and this commission 
is anxious to see it carried out, believ- 
ing that the increased facilities would 
add millions of dollars of profits to the 
business and other interests of North 
Carolina, while the crippling of the 
proposed expansion program would no 
doubt mean the loss of millions of dol- 
lars to the people of the state. 

In view of the water-logged situa- 
tion presented above, this commission 
is anxiously willing to codperate with 
every state involved in any effort to 
provide rates which will assure the 
company a fair profit. A contrary 
course, in the opinion of the commis- 
sion, would be like killing the goose 


that lays the golden egg for it is ob- 
vious to even the novice that unless 
the company is put in a position to give 
good service and provide the necessary 
expansion the result would be dis- 
astrous, not only to the company but 
to the public as well. 


Fo another example of state com- 
mission sensitiveness to the respon- 
sibilities of regulating a vital public 
service during a period of inflationary 
trends, consider the attitude of the 
Wyoming commission in an order, 
dated January 12, 1948°, granting the 
application of the Mountain States 
Telephone & Telegraph Company for 
a $287,000 a year rate increase in that 
state. The commission found that pre- 
vailing rates were yielding a return of 
less than 3 per cent on original cost less 
depreciation reserve. The commission 
stated: “These are not refined figures 
but are used here only as being some- 
what indicative of the results of the 
present structure. Under normal condi- 
tions, then, the commission would 
proceed to make adjustments, if any, 
applicable through proper rate-making 
principles, to the figures of the base 
period, and would establish as the au- 
thorized increase the difference be- 
tween the present adjusted return and 
a reasonable rate of return, But the 
difficulty is, that such procedure pre- 
supposes normal future operations over 
a reasonable period. This, the commis- 
sion feels sure, will not be the situation. 
These are abnormal times. A rate struc- 
ture, however expertly designed today, 
might within a matter of two or three 
months become oppressive, either to the 
subscriber or to the applicant.” 
The commission pointed out that it 
“is not here fixing a rate for all time 


672 PUR NS 81, 83. 
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Same Rates for Two Decades 


ad) of these telephone rate increases since the end of World 

War II are the first changes to be made in many years. Some 

companies were found charging the same rates that had been in effect 

for more than two decades. But obviously there is a limit to the ability 

or even the wisdom of a utility company absorbing increased operating 
expenses during an inflationary period.” 





to come (but) .. . is attempting pres- 
ently to deal with an emergency devel- 
oped through fluctuations in economic 
conditions, It seems only proper then, 
for purposes here, to relax strict adher- 
ence to rigid principles.” The commis- 
sion made it clear that it was not 
accepting, without reservation, “the 
contention of the applicant that it has 
exhausted all possibilities to improve 
its operating results except by increase 
in rates in the amount requested,” and 
stated that “review of financial ar- 
rangements with related companies is 
unquestionably merited as a possibil- 


ity.” 


[ August, the New York commis- 
sion, which has been notably active 
in keeping down utility rates for more 
than a decade, stated in a report to Gov- 
ernor Dewey: 
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The inflationary tendencies which 


* became increasingly manifest in the 


latter part of 1946 and continued at an 
accelerated rate throughout 1947, out- 
stripped the economies and savings 
that the utilities had put into effect 
in recent years under guidance of the 
commission and many of the compa- 
nies were compelled to seek increased 
rates during the year, 

In many instances the companies 
faced a financial emergency and the 
commission had to give consideration 
to the fact that continued operating 
deficits might have an adverse effect 
upon the quality and safety of service. 
Nevertheless, in each instance where 
increased rates were sought, the com- 
mission suspended the company’s pro- 
posals and instituted an investigation to 
determine the extent to which operat- 
ing costs had increased and the amount 
of relief that should be granted. Where 
it was found, after public hearings, 
that the company’s condition, due to 
increased wages and materials, justi- 
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fied the necessity of higher revenues, 
the commission granted increases on an 
interim basis for a period not exceed- 
.ing one year and the proceedings are 
being continued to a final determina- 
tion. 

On behalf of the utilities it is said 
that they are entitled to higher rates 
because of increased wages, cost of 
materials, and mounting local and Fed- 
eral taxes. In the years since 1940, 
increases in wages and other costs were 
offset to some extent by economies 
insisted upon by the commission. 
However, a point has been reached 
where these mounting costs can no 
longer be ignored. Wages cannot be 
continually increased without an in- 
crease in the cost of utility service, In 
most instances, utilities, like other 
business enterprises, have undergone 
three rounds of wage increases, In the 
case of private business and industry, 
the full amount of a wage increase 
is generally passed on to the public. 
In the case of regulated utilities, how- 
ever, their claims should be scrutinized 
before consumers are required to pay 
higher rates and they should be passed 
on to the public only to the extent 
necessary to produce reasonable rates. 


gee the same time Commissioner 
Schuyler L. Marshall of the 
Michigan Public Service Commission 
made a statement from the bench on 
the application of the Moore Telephone 
Company (independent) which echoes 
the concern for continuity for utility 
earnings stressed by the New York 
commission. The Michigan commis- 
sioner stated : 


There comes a time when inflation 
catches up with any kind of business. 
The average commercial business can 
immediately pass the effect of higher 

rices on to its customer. The utility, 
cause it is a regulated monopoly, 
must wait until its affairs are in bad 
shape before it can apply to this com- 
mission for relief. Then, immediately, 
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the question arises as to whether or not 
the rates—rate relief—can be given be- 
fore improvement is made to the plant 


and the service. It gets back to that 
simple old question we have all heard 


about since we were children as to 


whether the egg or the hen came 
Reet, ...% 


I would like to say parenthetically 
that a regulatory body such as the 


Michigan Public Service Commission 
never built a line—a mile of telephone 
line—it never gave any telephone sery- 
ice; it never created a cubic foot of 
gas or a kilowatt hour of electricity, It 
merely has regulatory powers, and it 
is the purpose of such a commission, 
in my opinion, to do all it can to pro- 
mote the kind of service the public 
wants and at the same time be entirely 
fair with the utility whose responsi- 
bility it is to give that service. Money 
cannot be obtained by a company where 
the earnings have disappeared or near- 
ly disappeared. The public to whom 
the companies must go for capital to 
make extensions are just as jealous 
of where their invested money goes as 
you and I. They will not knowingly 
invest in companies that have inade- 
quate earnings for the simple reason 
that they must wait a long while to get 
their money back. 


One could probably go on citing sim- 
ilar instances to show that the commis- 
sions as well as the courts—and in most 
cases eliminating any necessity for 
court action—are alert to the difficulties 
of the present period. Just as they were 
alert to the need for rate reductions 
during the depression era, when the 
diminishing purchasing power of the 
public threatened the telephone indus- 
try with a wholesale desertion of pa- 
tronage. Most of these telephone rate 
increases since the end of World War 
II are the first changes to be made in 
many years. Some companies were 
found charging the same rates that had 
been in effect for more than two dec- 
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ades. But obviously there is a limit to 
the ability or even the wisdom of a 
utility company absorbing increased 
operating expenses during an inflation- 
ary period. 


ge not all of the by-products of the 
postwar telephone rate increase 
series have been favorable to the posi- 
tion taken by the companies. The 
license contract for the furnishing of 
service by the parent organization— 
American Telephone and Telegraph 
Company—to system operating com- 
panies has been under attack for many 
years. In the past the courts have rec- 
ognized these contracts for service as 
valid in the absence of any evidence of 
irregularity or fraud. It was so held in 
the celebrated case of the Southwestern 
Bell Telephone Case of 1923” which 
brought forth the landmark special 
concurring opinion of Supreme Court 
Justice Brandeis dealing with the pru- 
dent investment theory of rate case 
valuation. 

But while state commissions have 
recognized that services performed 
under this contract are necessary and 
valuable to the operating companies, 
they have been picking away on the flat 
percentage-of-revenue basis. The mem- 
bers of a special committee of the Na- 
tional Association of Railroad and 
Utilities Commissioners met, during 
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1948, with officials of the American 
Telephone and Telegraph Company on 
this general subject. There followed a 
voluntary reduction of the scale of such 
contract payments (by Bell operating 
companies to the AT&T) from 14 to 
1 per cent. Several commissions are 
still not entirely satisfied with the flat 
percentage-of-revenue basis, as a mat- 
ter of principle. At this writing the 
California commission is investigating 
the Pacific Telephone & Telegraph 
Company’s relations with the parent 
organization to determine whether 
payments should be billed and paid for 
on the basis of actual service per-_ 
formed. 


demi going into that question, 
it may be noted that the VU. S. 
Justice Department apparently is not 
satisfied with the financial arrange- 
ments between the Bell operating sub- 
sidiary — Western Electric Company 
—and the operating companies. In its 
recent antitrust suit to divorce Western 
Electric from the Bell system and split 
it up into three competitive manufac- 
turing concerns, the Justice Depart- 
ment specifically asked the courts for 
the following relief : 

1. That the operating companies 
should not be required to submit finan- 
cial budget estimates of needs (includ- 
ing borrowed money) for services 
rendered to the parent concern. 


felt in recent weeks, if one is to judge by the small flurry of 


q “RESISTANCE to telephone rate increases is making itself 


bills now pending in various state legislatures to discourage 
commissions from granting such rate increases. Whether 
this more-or-less political pressure will have its effect, either 
in the form of new legislation or moral suasion against many 
more rate increases, remains to be seen.” 
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2. That AT&T should no longer 
have the right to prescribe the equip- 
ment to be purchased by the operating 
companies. 

3. That AT&T should not prevent 
the disposal of equipment by Bell com- 
panies except to licensees under AT&T 
patents. 

4. That Bell companies should no 
longer be required to pay 14 per cent 
or any other percentage of gross rev- 
enue as a license fee or require such 
companies to submit long-range fore- 
cast of equipment needs. 

5. That Bell system companies 
should no longer be required to turn 
over to AT&T discoveries made in the 
course of operation. 


QO’ course, if the government suc- 
ceeds in getting Western Electric 
divorced from the Bell system and espe- 
cially if Western Electric is broken up 
into competitive components, the pay- 
ments under the present license con- 
tracts would fail anyhow. But it is 
obvious that the Justice Department 
thinks that a revival of competition in 
the manufacturing end of the telephone 
business—or at least the promotion of 
more competition than exists today— 
is a desirable thing. This is an interest- 
ing development in view of the tradi- 
tional view that, where public utility 
operations are concerned, regulated 
monopoly rather than competition is 
more desirable. True, Western Electric 
is not a public utility (although it 
might conceivably be made so by 
statute). But the Justice Department’s 
sudden insistence on competition in the 
telephone equipment and supply field is, 
on the surface at least, at variance with 
the regulatory policy indicated by an- 
other branch of the Federal govern- 


ment—the Federal Power Commission 
—with respect to the natural gas 
industry. 

Early in January of this year, the 
Third U. S. Circuit Court of Appeals 
in Pennsylvania decided® that the FPC 
had no right to interfere with the Pan- 
handle Eastern Pipe Line Company’s 
attempt to dispose of its own produc- 
tion subsidiary company in the Hugo- 
ton field of Kansas. The Federal Pow- 
er Commission took the position that 
this production and gathering subsidi- 
ary is subject to Federal regulation as 
part of the parent’s public utility op- 
erations under the Natural Gas Act. 
FPC further contended that once a 
public utility always a public utility and, 
therefore, Panhandle Eastern had no 
right to attempt to get rid of its child 
simply in order to evade, or avoid, hav- 
ing it regulated as a member of the 
public utility family. Incidentally, that 
case is not finished. It will probably go 
to the U. S. Supreme Court where the 
FPC has an almost unbroken record 
for court victories on major policy 
questions of this sort. 


[* us compare these two somewhat 
similar situations. We have the 
Federal government (through the Jus- 
tice Department) saying to AT&T in 
effect: “Your child has grown too 
large, too efficient, to permit independ- 
ent competition to thrive effectively. 
Therefore, get rid of her, set her free. 
We will ask the courts to subdivide 
her into three pieces so that competi- 
tion will be restored.” 

On the other hand, the Federal gov- 
ernment (through the Federal Power 
Commission) says to Panhandle East- 
ern: “You have done right to create 
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and nourish this subsidiary child be- 
cause it means a reliable and probably 
cheaper source of supply. Therefore, 
we decree that you shall keep her un- 
der your control and, accordingly, un- 
der our control as a regulated utility. 
To permit you to separate yourself 
from this child would be contrary to 
the public interest.” 

Obviously, this ostensible inconsist- 
ency is really two different approaches 
to the same fundamental problem— 
two brands of medicine calculated to 
effect the same cure, One is to restore 
competition by breaking up a big unit 
into smaller pieces. The other is to re- 
tain.the big unit, but to protect the 
public interest by reducing it to govern- 
ment regulation. 

Resistance to telephone rate increases 
is making itself felt in recent weeks, if 
one is to judge by the small flurry of 
bills now pending in various state legis- 
latures to discourage commissions 
from granting such rate increases. 
Whether this more-or-less political 
pressure will have its effect, either in 
the form of new legislation or moral 
suasion against many more rate in- 
creases, remains to be seen. 


4 ten sentiment for more competi- 

tion in the telephone manu factur- 
ing field, already mentioned, was 
echoed at the recent annual convention 
of the National Rural Electric Co- 
operative Association in New York 
tity. There, both REA Administrator 
Wickard and Representative Poage, 
Democrat of Texas, spoke of the “mo- 
nopolistic” position of the Bell system 
as having a deterrent effect on extend- 
ing telephone service in rural areas. 
These were more than just speeches. 
In view of the current congressional 
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hearings on Poage’s Bill (HR 113) 
to authorize REA to make loans for 
rural telephone services, these public 
officials both disclose a conviction that 
the stimulation of competition (such as 
making REA loans to rural co-ops for 
telephone purposes) would help to get 
service to more farms in a shorter time 
than is now being accomplished by the 
private telephone industry. 

One interesting point developed 
during presentation of company evi- 
dence in these rate cases is the fact 
that the conversion from manual to 
dial equipment has not resulted in any 
appreciable degree of savings in oper- 
ating costs. It has long been known 
that a telephone company, unlike a gas 
or electric company, cannot look to 
plant expansion for greater cost econ- 
omy (per unit of service produced ) be- 
cause every new subscriber added to the 
switchboard brings a correspondingly 
over-all load on the entire plant. That 
is why monthly telephone bills in big 
cities are much larger than bills for 
service on smaller local exchanges— 
almost the reverse of electric bills from 
large, as compared with small, installa- 
tions. But it had been thought that dial 
conversion, in itself, would mean a sub- 
stantial saving. 


| agenitied testifying before the 
Maryland commission on behalf 
of the Chesapeake & Potomac Tele- 
phone Company, W. G. Morrel said 
that mass production and the coming 
of the dial had failed to bring about 
such economies, On the contrary, said 
Mr. Morrel, who was testifying in sup- 
port of a temporary rate increase, the 
more telephone subscribers there are 
the more expensive the service becomes 
to the individual subscriber. The great- 
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er expense is caused, he said, by the 
more complicated equipment required. 

With respect to dial telephones, the 
company official said that while the 
change from manual to dial phones at 
a single exchange brings about lower 
operational costs, the much greater in- 
vestment required and the much more 
expensive maintenance necessitated 
balances the lower costs. Citing the 
greater investment cost of automatic 
telephones, Mr. Morrel said that $315,- 
000 was invested in the Baltimore sub- 
urban exchange of Towson under the 
manual system. Construction of a dial 
system in Towson, to be ready by June, 
will cost $2,100,000, he said. 

The coming of dial phones has not 
brought about a reduction in em- 
ployees, Mr. Morrel testified. In 1939, 
he said, the telephone system in the 
state was 27 per cent automatic. Cur- 
rently, he continued, dial phones have 
been installed in 60 per cent of the 
system, yet there are more employees. 

Primarily, the company official said, 
dial telephones are installed for the 
purpose of giving better service to the 
public and not to save money. 


eae, the attitude of telephone 
company employees during this 
procession of rate cases is worthy of 
note. 

The Communications Workers of 
America — a nationally independent 
union which has organized many thou- 
sands of Bell system employees—has 


taken the position that these rate in- 
creases should not be granted by the 
state commissions unless employees 
participate to a greater extent in the re- 
sulting financial benefits. The CWA 
has actually intervened in several cases 
against the rate increases, On the other 
hand, an AFL union in Michigan, 
which had organized the employees of 
a small independent telephone com- 
pany, intervened before the state com- 
mission on behalf of a proposed rate 
increase—taking the position that the 
company needed the additional revenue 
to fulfill its bargaining contract with 
the union’s membership. 

In conclusion, it might be said that 
in the light of recent evidence that the 
general price increases have passed 
their peak, the trend towards more tele- 
phone rate increases may level off, as- 
suming that cost of supplies, wages, 
taxes, and other operating expense 
items become stabilized or begin to 
diminish. But bearing in mind the time 
lag phenomena mentioned at the outset 
of this article, the same thing may not 
hold for the other utilities—gas and 
electric—which have had some delay 
in feeling the acute effect of the post- 
war price increases. The regulatory 
commissions can be expected to can- 
vass é€ach situation as it is presented 
and to grant or withhold rate relief 
accordingly. That is perhaps the most 
significant over-all aspect of this entire 
utility rate situation which has devel- 
oped since the end of World War II. 





¢ CMSs has been said and written, in the course of recent years, 
about academic freedom. It is undoubtedly valuable to a society 
that does not wish to stand still. But no amount of academic freedom, 


unaided, can build ac 
students. It takes 
education, to do that.” 
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cyclotron. Or construct atomic laboratories. Or house 
usiness methods, and businessmen’s interest in 


—EpITorIAL STATEMENT, 
Chicago Journal of Commerce. 
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Utilities 


How Green Is My Valley? 


gat of completely new public 
power projects are nervous if not 
appalled at the lethargy which seems to 
be pervading the 81st or “do something” 
Congress. Not only has the heavy Demo- 
cratic majorities in both branches failed, 
so far, to deliver the “presto” labor bills, 
such as Taft-Hartley repeal and the 
minimum wage increase. They are also 
behind schedule on the big valley pro- 
cram bills which President Truman 
promised the electorate in the campaign 
last fall. Even the St. Lawrence seaway- 
power development, which still seems to 
have the most steam behind it at the pres- 
ent session, is bumping around in com- 
mittee confusion—too many cooks. 

If the administration can shake a St. 
Lawrence seaway-power bill loose with- 
in the next month, the chances are still 
fair for favorable floor action. But every 
day’s delay means more opposition heard 
from, by the average Congressman. 

As for the Columbia Valley Authority 
—which President Truman personally 
launched ahead of the Missouri Valley 
Authority—the doldrums are beginning 
totemper the enthusiasm of even the zeal- 
ots, The introduction of the MVA Bill 
on March 2nd by Senator Murray and 
thirteen colleagues was completely over- 
shadowed by the Senate filibuster fight. 

More of this inertia—one could scarce- 
ly call it open opposition—is part of a 
general atmosphere which settled down 
over Congress after the administration 
failed to make its case register against 
the Taft-Hartley Bill in a manner which 
was supposed to set off a blazing trail for 
other administration bills to follow in 
rapid order. Somehow or other the sig- 
nals got mixed up and Republicans were 
able to do some blocking and tripping of 
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their own, especially with that reliable old 
bugaboo, the civil rights issue. 


B UT public power advocates are begin- 

ning to wonder if there is not a spe- 
cial complication making the progress of 
new valley project legislation more diffi- 
cult. They point to local resistance to 
Federal domination, especially on such 
big valley authorities as the proposed 
MVA, which would cover nearly a 
fourth of the nation. 

At the same time they are discovering 
that better progress can be made on local 
projects where “grass roots” sentiment 
has been stirred up. One advantage of 
such developments is that they may not 
even need congressional legislation, be- 
cause they can be accomplished through 
existing agencies. In other words, MVA, 
sprawling across eleven states, has 
alarmed a majority of the state governors 
in the basin area. according to President 
Truman’s own acmission. It looks too 
much like a cold-bluoded Federal mo- 
nopoly. It has not attracted the “grass 
roots” support. 

Hence, recent attention being given to 
local projects which are greener, in the 
sense of having more “grass roots” at- 
tractiveness, as distinguished from an 
appearance of Federal domination. 


Grass Roots versus Big Brass 


g Be. it appears that in the fertile 
valleys of New England an attempt 
is being made to cultivate spontaneous 
local sentiment for public power develop- 
ment along less ambitious lines than the 
TVA pattern. During debate on the 
House floor over the First Deficiency 
Appropriation Bill (HR 2632), contain- 
ing an initial appropriation for a TVA 
steam plant, the possibility of a New 
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England river valley public power devel- 
opment was featured in the discussion. 
Even those who vainly opposed the TVA 
plant were arguing: (1) that the North- 
east is subsidizing power for Tennessee 
consumers ; and (2) that TVA is attract- 
ing New England firms southward. 

Public power bloc Congressmen were 
quick to turn the contention around. But 
they followed the old TVA pattern. They 
asked why New England cannot have its 
own valley authority. Representatives 
McCormack ( Democrat, Massachusetts) 
and Furcolo (Democrat, Massachusetts ) 
lent their support to extension of the 
“authority” pattern to cover New Eng- 
land. 

McCormack stated that a proposal 
for a Connecticut Valley Authority and a 
Merrimack Valley Authority “should be 
given serious consideration.” Repre- 
sentative Lane (Democrat, Massachu- 
setts) has reintroduced his bill (HR 
463) calling for a Merrimack Valley 
Authority. All indications point to re- 
newed interest on the part of the gover- 
nors of key New England states, but not 
necessarily in the TVA pattern. 

Senator Lodge (Republican, Massa- 
chusetts) took a different line in his bill 
(S 253), which seeks a comprehensive 
survey of the Merrimack and Connec- 
ticut rivers to “promote the development 
of hydroelectric power,” flood control, 
and other improvements. This would be 
a joint Army Engineers-Federal Power 
Commission survey to determine the 
water-power potentialities of New Eng- 
land rivers. Public power promoters 
state that the most recent Federal sur- 
veys available at present indicate a total 
of 2,500,000 kilowatts of undeveloped 
capacity, principally on the Connecticut 
river. 


ut while this goes on at the congres- 
sional level, consider what is 
happening at the grass roots. Recently 
the FPC held hearings at Holyoke, Mas- 
sachusetts, to decide which of two rival 
claimants will be permitted to develop the 
Connecticut river near that city. Holyoke 
Water Power Company and the gas and 
electric department of the city of 
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Holyoke have filed conflicting applica- 
tions with the FPC over the site, 

FPC Assistant General Counsel 
Gatchell opened the hearings with the 
statement that “we are today discussing 
a natural resource and an economic sit- 
uation which may have dollars and cents 
value to this region far out of proportion 
to the size of the plants which can be 
initially constructed here. If this pro- 
ceeding serves to awaken the people of 
New England to the possibilities of the 
water resources they have at hand, it will 
have served a useful purpose.” He then 
amplified this comment by linking it with 
the Lodge Bill for a comprehensive sur- 
vey to promote the development of hy- 
droelectric power on New England 
rivers, notably the Connecticut and Mer- 
rimack. Attorney Olcott D, Smith, rep- 
resenting the Windsor Locks Canal 
Company, an affiliate of Connecticut 
Light & Power Company, asked if de- 
velopment by the city department might 
not entail further expansion of the Con- 
necticut valley. He said, “I am led to 
believe that the FPC may have in mind 
the eventual creation of a Connecticut 
Valley Authority.” 

None of the FPC representatives ap- 
pear as advocates of a Connecticut Valley 
Authority, or as advocates of Federal de- 
velopment here or elsewhere in the basin, 
Gatchell stated. “We are advocates, 
however, of full utilization of water- 
power resources and the production of 
low-cost electric power” whenever that 
can be produced economically, he added. 
Attorney J. S. Begley, of Holyoke Water 
Power, termed the present hearings 
“unique.” He said it was the first time 
a municipal corporation has attempted to 
use the licensing power of the FPC to 
force out and destroy an established 
private company. 


aj ns public power crowd is now 
openly insisting that Federal law 


compels the FPC to give preference to 
municipalities over private power com- 
panies, if their development> plans are 
equal or better than the private concern’s. 
Such was the view of J. M. Healy, attor- 
ney for the city gas and electric depart 
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ment. Hopes of this theory being 

into practice were not dampened by Max 
G. Baron, presiding examiner for the 
FPC. Baron, it will be remembered, was 
the trial examiner who wrote the ex- 
aminer’s decision growing out of differ- 
ences between the Pacific Gas and Elec- 
tric Company and the United States Bu- 
rau of Reclamation dispute over devel- 
opment of the Kings river in California. 
Baron said at that time that the bureau’s 
plans had involved a “more comprehen- 
sive development” of the river than those 
of the private company. 

P. H. Coombs, Amherst economics 
professor, and vice president of the 
Massachusetts Chapter of Americans 
for Democratic Action—a New Deal fac- 
tion — appeared to present testimony 
favoring development by the city depart- 
ment. National chairman is tor 


Humphrey (Democrat, Minnesota) who 
isan outspoken Missouri Valley Author- 
ity advocate. Representatives of the In- 
ternational Brotherhood of Electrical 
Workers favored development by the 
power company, because it had given the 


workers a better break. 
= 


REA Co-op Empires 


A‘ under the heading of “grass 
!\ roots” developments might be 
noted the progress being made by REA 
co-ops to form regional systems. For 
some time Federal REA officials have 
utged various co-ops to consolidate and 
develop such regional systems. Principal 
incentive to do so will be provided in the 
mcreasing availability of cheap Federal 
power, as various United States power 
projects come into production. Nor is 
this incentive any longer confined to 
eclamation Bureau operations west of 
the Mississippi. 

Federal, state, and even local power 
agencies can be connected by co-op sys- 
tems in this manner through hybrid pub- 
lic developments integrated for purposes 
of operation. Among new installations 
now under construction, which are being 
tyed for such treatment are Woodruff 
tam, Florida, Clark Hill dam, South 
Carolina, and Buggs Island dam, Vir- 
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inia. Sho-Me Power Corporation in 
issouri is striving to get power from 
Bull Shoals dam in Arkansas through 
the Southwestern Power Administration. 
Most recent specific case is that of 
Central Electric Power Codperative sys- 
tem (Columbia, South Carolina), which 
was loaned $7,595,500 by the REA for a 
unique purpose. The loan is to be used 
to build 834 miles of transmission line 
from South Carolina Public Service 
Authority (Santee - Cooper) power 
sources to the load centers of the power 
co-op. This co-op is composed of 14 dis- 
tributing co-ops serving South Carolina 
rural areas. Eventually, their system will 
hook up with not only Clark Hill dam 
(Georgia-South Carolina) but with 
Tennessee Valley Authority as well. 


re private companies in South 
Carolina are resisting such con- 
solidation. South Carolina Power Com- 
pany (Charleston), South Carolina 
Electric & Gas Company (Columbia), 
and the Carolina Power & Light Com- 
pany (Raleigh) have filed suit against 
Santee-Cooper. The action is being 
taken “to prevent an unlawful duplica- 
tion of facilities.” President E, L. God- 
shalk, of South Carolina Power, stated 
that the companies “had no choice but 
to bring an action to protect the value of 
our properties and the service of our cus- 
tomers.” He added: “The useless dupli- 
cating of facilities of existing companies 
can only lead to political control and op- 
eration of all utilities in the state.” 

Informed sources at REA say there 
are about 30 to 40 areas scattered over 
the country where co-ops are planning 
to take advantage of somewhat similar 
situations. It is admitted that such plans 
—extended—would tend toward restrict- 
ing or containing the service areas of 
business-managed utilities. 

Incidentally, the South Carolina Pub- 
lic Service Authority (Santee-Cooper) 
has taken up to the U. S. Supreme Court 
its challenge of the sale of controlling 
common stock of the South Carolina 
Power Company to the South Carolina 
Electric & Gas Company. The appeal 
was filed late in February. 
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U. S. Loans for Rural Phones 


BILL authorizing the Federal govern- 
ment to make loans for large ex- 
pansion of telephone lines in rural areas 
is receiving favorable consideration in 
the House of Representatives. 

A House Agriculture subcommittee 
has unanimously approved the measure. 
The proposed law would authorize the 
Rural Electrification Administration to 
make 35-year loans at 2 per cent interest 
for the expansion, development, and im- 
provement of rural telephone service. 
This plan contains the same terms under 
which money now is lent by the govern- 
ment for rural electrification. 

Chairman of the full Agriculture 
Committee in the House, Representative 
Harold D, Cooley of North Carolina, re- 
ported support of his group for the 
legislation. 

At the hearings on the bill before the 
subcommittee it was revealed that the 
definite purpose of the measure is to put 
telephones on farms and in rural com- 
munities on an “area coverage basis.” 

The legislation was proposed by Con- 
gressman Poage (Democrat, Texas), 
who is chairman of the subcommittee 
holding the hearings. Preference in mak- 
ing the loans would be given to “persons 
providing telephone service in rural 
areas, and to public bodies, codperative, 
nonprofit, limited dividend, or mutual as- 
sociations; and provided further, that 
for six months from and after the effec- 
tive date of this act, no applications for 
loans shall be received by the administra- 
tion except from persons who on the 
effective date of this act are engaged in 
the operation of existing telephone serv- 
ice in rural areas.” 

Such loans may be made “for the 


MAR. 17, 1949 


And Gossip 


improvement, expansion, construction, 
acquisition, and operation of telephone 
lines, facilities, or systems without regard 
to their geographical location,” the bil 
states. 

The bill protects and maintains the 
regulatory authority of “any state com 
mission, board, or other agency of juris 
diction, under any state law, now or here 
after effective, to regulate telephone serv: 
ice which is not subject to regulation by 
the Federal Communications Commis 
sion, under the Communications Act of 
1934, including the rates for such serv 
ice.” 

> 
AT&T Reports Progress 


ge A. Wi1son, celebrating his firs 
year as president of the America 
Telephone and Telegraph Company, re 
ports the accomplishments of the com- 
pany during the past year. Announcing 
the largest corporate financing in history; 
a $391,000,000 debenture bond sale to 
stockholders, he said: 


Demand for telephone service con- 
tinues high, far exceeding the highes 
prewar levels. Over 9,500,000 tele 
phones have been added since the war 
and new telephones are being installed 
at the rate of more than 200,000 3 
month. More than 1,000,000 people 
are still waiting for service; some 2, 
500,000 customers on party lines wan 
higher classes of service, and despit 
the expansion of facilities in the last 
three years, our existing plant remain 
heavily loaded. 


When one casually picks up a phone to 
make a business or social call, it 's 
easy to forget that AT&T is a $10 bil- 
lion corporation, having 765,800 stock: 
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The company is an operator, 
anager, and banker. During the three- 
»d-a-half years since VJ-Day the’ com- 


wny and its subsidiaries have raised 
lout $2.6 billion to finance expansion 
ind construction. 
The $10 billion of assets represents the 
ytal for AT&T and its principal tele- 
hone subsidiaries. The assets of the 
rent company itself totaled $5,213,- 
647, as of December 31, 1948. Off- 
land, the fact that the parent company 
@rhich owns nearly all of the common 
sock of its subsidiaries should have total 
issets only slightly more than one-half of 
gic assets of its subsidiaries may seem to 
quire explanation. The chief explana- 
ion lies in the requirements prescribed 
ly regulatory authorities for uniform ac- 
pnting for depreciation reserves, In 
at, the largest factor in the difference 
is the depreciation reserve of the sub- 
d@asdiary companies. The parent company 
plus its subsidiaries report a total of $2,- 
925,788,325 designated as depreciation 
and amortization reserves. This item is 
arried on the balance sheet as a liability. 
Hence it is not deducted from the plant 
acount on the asset side. Many com- 
panies in other industries show their plant 
Missets diminished by the amount of ac- 
cried depreciation, but that is not the 
way accounts for the telephone industry 
are kept. 


HICHEVER way depreciation is 

handled, it is simply a provision to 
meet loss of investment in telephone 
pant upon its ultimate retirement from 
service. Some critics of the Bell system 
speak of this huge reserve as though it 
were cash which could be distributed in 
the form of higher wages, lower rates, or 
higher dividends. Of course, such is not 
the case. In fact, total current assets of 
the Bell system (principally cash, gov- 
tmment securities, and accounts receiv- 
able) amount to only slightly over one- 
third of the so-called depreciation and 
mortization reserves. Even this sum 
current assets, $877,053,137) does not 
lecessarily represent free cash because 
current and accrued liabilities total $690,- 
425,617. The depreciation reserves are 
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not in a “tin box.” They are scattered 
throughout the total assets of the com- 
pany, and cannot be pinned into any par- 
ticular pocket. 

The usual quarterly dividend of 
AT&T ($2.25) is declared payable on 
April 15th. The total disbursement to 
stockholders at that date will be $52,820,- 
000. There are about 23,500,000 shares 
of stock outstanding. The annual divi- 
dend rate of $9 per share has been in 
effect since 1922. 

The new debentures offered are on the 
basis of one $100 for each six shares 
held. They call for a rate of not more 
than 34 per cent and a conversion price 
of not more than $150. 

Regarding the antitrust suit against 
AT&T and Western Electric, the annual 
report of the parent company says the 
charges are without foundation and that 
the companies will contest the suit to the 
limit. 


Facts 


4 | gm AT&T annual report says that 

the telephone plant investment is 
$8,619,000,000. This represents the 
physical facilities needed to provide Bell 
system service. 

The amount of money invested in the 
Bell system totals $6,831,000,000. 

Average time to complete. out-of-town 
calls is 1.8 minutes. This is 20 per cent 
faster than a year ago. 

Consolidated earnings per share are 
$9.86, and the average investment per 
share is $134.56, However, AT&T, being 
a holding company, pays its dividends 
from its own earnings. These earnings 
amounted to $9.20 per share in 1948 as 
compared to $7.43 in 1947. 


The Future 


r. WILSON, president, is optimistic. 

He concludes his annual report 
with six paragraphs entitled “The Future 
Holds Great Promise.” One is quoted 
here: 


In this climate of freedom and re- 
sponsibility, the Bell system has pro- 
vided service of steadily increasing 
value to more and more people. Our 
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policy, often stated, is to give the best 
possible service at the lowest cost con- 
sistent with financial safety and fair 
treatment of employees. We are or- 
ganized as we are in order to carry 
that policy out. Bell Telephone Labora- 
tories leads the world in improving 
communication devices and techniques. 
Western Electric Company provides 
the Bell operating companies with 
telephone equipment of the highest 
quality at reasonable prices, and can 
always be counted on in emergencies 
to deliver the re whenever and 
wherever needed. The operating tele- 
phone companies and the parent com- 
pany work together so that improve- 
ments in one place may spread quickly 
to others. Because all units of the sys- 
tem have the same service goals great 
benefits flow to the people. 


Mr. Wilson pledges the company’s 
“utmost efforts” to continue and improve 
telephone service. 


* 
Labor Presses Commission 


HE Communications Workers of 

America is placing its wage increase 
demands before the Washington State 
Department of Public Utilities. The 
union is the largest group of organized 
workers in the telephone industry, repre- 
senting more than 200,000 employees. A 
CWA representative has requested a de- 
 § in further hearings on an application 
of the Pacific Telephone & Telegraph 
Company for a rate increase. 

The union asked the delay “until the 
company has produced accurate figures 
covering wage payments, inasmuch as the 
figures used thus far in their estimates 
contemplated the operation of a wage 
program which is not actually in effect.” 
The details of the conflict are not as im- 
portant as the fact that this union is tak- 
ing an active part in telephone rate cases. 

On a broader front, CWA is initiating 
a demand for a fourth round of wage in- 
creases. The union’s executive board has 
authorized such a drive. The first step 
was taken recently in New Jersey where 
12,000 telephone operators announced a 
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plan to ask for a fourth-round increase 
from the New Jersey Bell Telephone 
Company in the spring. 

Another important move of CWA i 
the effort of the executive board and 
large groups of rank-and-file member. 
ship to affiliate with CIO. At present the 
union is independent, but in May mem 


bers will vote in a referendum which 


quarters in Washington, D. C., says “We 
hope to have the ballots and other ma 
terial on the way to the divisions early i 

March.” 

CWA objectives for future bargaining 
center around dial conversion, and in 
clude a 30-hour week, jurisdiction of 
work affected by technological improv 
ments, and voluntary retirement afte 
twenty-five years, regardless of age, wi 
a $100 a month minimum pension. 


- 
Storm Damage 


TORMS raise unavoidable havoc with 

telephone companies. The South- 
western Bell Telephone Company esti- 
mates that the January ice and sleet 
storms cost the company $10,000,000, 
The estimate covered Missouri, south- 
east Kansas, Oklahoma, northwest Ar- 
kansas, and Texas. 

Wrecked were 14,000 long-distance 
poles and 20,000 crossarms. More than 
half of the 2,200 long-distance circuits 
and two-thirds of the 33,000 telephones 
which were put out of service-were re- 
stored within a week. At the height of 
the storm there were 32 exchanges cut 
off from long-distance service, One week 
later, there were only seven exchanges in 
Oklahoma and Texas still isolated. 

The company reports that Western 
Electric Company was a most important 
factor in speedy restoration of service. 
This was because of its ability to rush 
repair and replacement parts to stricken 
locations. 

The close teamwork between supply 
and operating organizations has been of 
great value in prompt restoration of 
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Binancial News 
and Comment 


By OWEN ELY 


The Campaign to Popularize 
Equities 


w Wall Street common stocks are fre- 

quently referred to as “equities,’’ al- 
hough the term may not be so well 
lnwn elsewhere. There has been a good 
tal of concern recently in financial quar- 
ers over the fact that equities have con- 
tinued for some years to sell at high aver- 
age yields in relation to investment re- 
tums on high-grade bonds and preferred 
'Bisiocks. The chart on page 375 showing 
“Byields on utility securities illustrates this 
fact, In 1928-9 for a brief time the in- 
ome on high-grade utility equities was 
kss than the return on government bonds 
—which perhaps inspired Mr. Mellon’s 
famous remark in the spring of 1929 that 
‘it's a good time to buy bonds.” 

By 1932, of course, the pendulum had 
wung the other way. In that year the 
werage yield on utility stocks (as com- 
piled by Standard & Poor’s) reached 8.2 

t cent, while bond yields had already 
ae the historic decline which was to 
heaccelerated and prolonged by the “easy 
money” policy of the New Deal admin- 
stration. During and since the war, how- 


4. 
1982 (Bear market) 
1935 (Cheap money policy) 
1M1 (Utility “Death Sentences”) .. 
IM5 (Bull market in bonds) 
149 (Irregular market) 
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ever, common stock yields have remained 
on a high plateau. The comparison for 
selected years is shown below. 


oo trend for utility stocks was 
similar to that for industrials, ex- 
cept that industrial yields were consid- 
erably lower in 1935 (when the utility 
act was passed), and also somewhat 
lower in 1941 and 1945 ; at present, how- 
ever, the average industrial yield is | 
around 6.8 per cent versus 6.1 per cent 
for utilities. While the comparison of 
equity yields with those on tax-free gov- 
ernment bonds may seem a little extreme 
(because of the artificial demand for tax- 
exempts due to high surtax rates) it is 
obvious from the chart that the spread 
has also widened among equities, pre- 
ferred stocks, and corporate bonds. 
What has caused this abnormal spread ? 
Some of the reasons are: (1) The cheap 
money policy already mentioned, and the 
fact that government bond prices are 
“pegged” at what seems an artificially 
high level. (2) The fact that millions of 
small investors have been encouraged to 
put their money in “E” bonds—with con- 
venient payroll deductions—first from 
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patriotic motives, and now in the hope 
that the yield will exceed the savings bank 
return, (It won’t if the bonds are cashed 
too soon.) (3) Many potential stock in- 
vestors now put much of their savings 
into insurance premiums, rapidly acceler- 
ating the growth of the insurance com- 
panies, which now control a huge propor- 
tion of the country’s investment funds 
and assets. (4) Double taxation of divi- 
dend income forces large investors to buy 
tax-exempt bonds. (5) Loss of specula- 
tive interest in equities, due to higher 
margin requirements. (6) Steady liqui- 
dation of American stocks by European 
holders to raise dollar funds. (7) Cur- 
rent fears of a business recession, in- 
creased taxes, World War III, or other 
pessimistic views. 


gg New York Stock Exchange has 
recently inaugurated a campaign to 
popularize the purchase of equities as 
investments for yield. We quote as fol- 
lows from the 1948 report of the Ex- 
change: 


Social progress is sound only when 
economic progress creates the wealth 
to pay for it. While the benefits of pri- 
vate enterprise and their translation 
into better living are obvious, people 
will become more interested in the eco- 
nomic problems of business through 
the ownership of a share in business. 
The best way to encourage ownership, 
we feel, is to work for a wider dif- 
fusion of stock holding among the 
great majority of our citizens who are 
not now numbered among corporate 
stockholders and who have not formed 
the habit of investment. 

It is a disturbing fact that under the 
conditions of our postwar economy 
the ownership of shares in industry 
does not seem to have the attractive- 
ness to most Americans that it should 
have. 

The weakness does not lie in a 
lack of savings, as there are ample 
unemployed funds to produce an 
equity market of adequate proportions 
to finance all the needs of industry. 
Part of the weakness lies in a lack of 
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confidence in equities on the part of a 
great many people, This would not be 
a matter of national consequence but 
for the fact that the American eco- 
nomic system is built upon private in- 
vestment and revolves upon the as- 
sumption that a sound proportion of 
equity capital will be maintained, 
Our people have come to take it for 
granted that industry can give them a 
higher standard of living year after 
year; that each year its productivity 
can increase through better tools and 
better equipment, and that this im- 
provement can be translated into bet- 
ter living. Without the participation 
of the investor this continuing better- 
ment is, of course, impossible. With- 
out the private investor the pathway 
of industry leads toward government 
financing, and with government f:- 
nancing and the abandonment of the 
profit motive there will be no incentive 
for better products and services. Con- 
sequently, the time- has come for 
Americans to do a new kind of think- 
ing about the causes of American in- 
dustrial production, which now sup- 
ports them and contributes substantial- 
ly to the support of the civilized world. 
The time is here for the majority to 
understand the process of business ex- 
pansion and to evaluate the conditions 
that motivate it so that new national 
policies designed to foster progress 
will bear the approval of the majority. 
We believe the time is here to in- 
terest millions of people in the satis- 
factions inherent in owning a part of 
industry and we hope to stimulate thi 
kind of thinking in a series of adver- 
tisements about to appear in national 
magazines and newspapers. While 
these advertisements are directly bene- 
ficial to the member firms of the Ex 
change and to its floor members, they 
serve a more important purpose, They 
will also provide a form of rearma 
ment against trends that will otherwis¢ 
lead to the nationalization of industry 
Through this program of education w¢ 
seek to build a favorable environment 
for investment in the minds of large 
numbers of average income individuals 
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and to foster the development of the 
American economic system. 


y the Febru issue of The Ex- 
change, several articles were evident- 
ly designed to fit in with the campaign: 
“7.8 Per Cent Median Yield Registers 
Status of Equities”; “Averaging ...A 
Dual Aid to Accumulators”; “Historic 
Panorama Painted in Dividends”; and 
“Intent and Design of Stock Exchange 
Advertising.” The latter story, by Presi- 
dent Emil Schram, of the Stock Ex- 
change, describes the series of ads which 
the Exchange has now begun publishing 
in newspapers and magazines, It is un- 
derstood that $500,000 will be spent in 
the campaign. 

These will point out that the pub- 
lic is now channeling most of its sur- 
plus income into savings accounts, 
homes, government bonds, and life in- 
surance; and that the public should also 
help finance industrial expansion by di- 
verting some savings to the purchase of 
common stocks for investment, The ef- 
fort will be to combat the attitude of 
skepticism and ignorance toward equi- 
ties, and to arouse a pride of ownership 


and a spirit of codperation in aiding ° 


American industry. 

The Stock Exchange will also seek to 
encourage corporations to broaden stock 
ownership among their employees. In 
this connection the recent article in Time 
(February 28th, page 84) about Sears, 
Roebuck might well be further publi- 
cized. Ninety-six thousand employees 
. now own over 4,500,000 shares of Sears 
bought since 1916 or added by the com- 
pany under the profit-sharing plan, The 
fund (including cash) is now worth some 
$216,000,000. merchandiser who de- 
posited $7,530 has taken out $134,423 in 
cash and stock; another who put in $4,- 
798 retired at 60 with $70,591. While not 
all profit-sharing or stock-purchase 
schemes have worked out this happily, 
nevertheless this method of increasing 
employee interest in the business and 
providing a flow of equity money is now 
finding wider acceptance. 

The first of the Stock Exchange ads 
is appearing in a number of maga- 
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zines of wide circulation during Febru- 
ary and March, It pictures the finances 
of the Eckelkamp family of Villa Ridge, 
Missouri—the home which the family 
built themselves, the life insurance poli- 
cies in three companies, the U. S. bonds, 
the savings bank deposit—also the post- 
man delivering dividend checks on three 
stocks which return an average yield of 
5.9 per cent. 


Shes Stock Exchange does not intend 
to feature any particular class of 
stocks in its advertising. However, the 
utility companies would be justified in 
running a campaign of their own to stress 
the particular advantages obtainable by 
small investors in the purchase of a 
diversified list of utility stocks. These 
may be described as follows: 

1. As indicated in the various lists 
of utility equities which appear in this 
department (the list of electric com- 
pany equities was in the previous is- 
sue) utility stocks can be purchased to 
yield 5-10 per cent; a well diversified 
list would yield about 6-7 per cent at 
current price levels, 

2. For those who fear a recession 
or depression, utility stocks are per- 
\haps the best “defense” group. Utili- 
ties are hurt more by inflation than de- 
flation, Unlike rail and industrial com- 
panies, most utilities are almost de- 
pression proof because (a) they sup- 
ply an essential service,.(b) they do 
not maintain large inventories of raw 
materials or finished goods, and (c) 
they do not have heavy bills receiv- 
able. Electric and gas utilities benefit 
by lower fuel costs in a depression and 
(currently at least) many would wel- 
come a reduced industrial load, which 
is unprofitable when high-cost stand- 
by plants must be operated. 

3. While some electric utilities were 
handicapped during 1947-8 by rising 
fuel costs and by drought conditions 
(affecting hydro operations), they are 
now benefiting by the improved quality 
of coal, declining prices for coal and 
fuel oil, and better water conditions 
for hydro plants. : 

4. The utilities are only now begin- 


; 
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ning to realize the benefits obtained 
from large investments in new facili- 
ties. New generators may be nearly 
twice as efficient as some of the oldest 
equipment in use. 

5. Most state commissions (New 
’ York is a notable exception) have co- 
operated with the utility companies by 
granting necessary rate relief in order 
to facilitate the financing of the huge 
construction program and aid the sale 
of preferred and common stocks. 
These changes (largely in industrial 
rates), together with sharply increased 
residential business and the operating 
economies mentioned above, resulted 
in an average increase in the balance 
for common stock of about 15 per cent 
in the month of November, 1948. (The 
increase would be smaller on a per 
share basis, because of the increased 
number of shares outstanding.) 

6. Utility stocks are among the 
most consistent dividend payers and 
enjoy some of the longest dividend 
records. In the recent New York Stock 
Exchange list of 81 equities which 
have paid cash dividends for 44 to 101 
consecutive years, thirteen were utili- 
ties: 


Cincinnati Gas & Electric Co. 
Washington Gas Light Co. .. 
Gold & Stock Telegraph Co. 
American Tel, & Tel. Co, .. 
Northwestern Telegraph Co. 
Compares Edison 


United Gas Improvement Co. 
Hackensack Water Co, .... 
Commonwealth Edison Co. . 
Cleveland Electric Illumi- 
nating Co, 
Philadelphia Electric Co. .. 
Central Hudson Gas & Elec- 
trie CAy nes cov ane owes 
Potomac Electric Power Co. 1904 
The Curb Exchange also includes 
some long dividend payers, such as 
Philadelphia Company (since 1898), 
Pennsylvania Water & Power (1914), 
and Consolidated Gas, Electric Light 
& Power of Baltimore (1910), The 
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two lists would be much longer if hold- 
ing companies’ subsidiaries could be 
included. 

7. Most utilities are conservatively 
capitalized, considering the stable 
character of the business. While some 
holding company subsidiaries have 
had rather low stock equity ratios, the 
SEC has generally required the hold- 
ing companies to make cash donations 
to subsidiaries when necessary, in or- 
der to bring the equity ratio up to 25 
per cent or more, before the stocks 
were distributed or sold to the public 
in dissolution programs, In most of 
these cases, also, the stock equity would 
have been much higher than 25 per 
cent if substantial amounts had not 
been written out of plant accounts. 
While the policy of reducing all plant | 
accounts to original cost when first de- \ 
voted to public service has been | 
“tough” on old stockholders, it at least | 
has strengthened the position of new | 
equity investors. If the plant account 
of the average electric utility should 
ever be adjusted to reflect the present 
cost of reproduction, surplus accounts 
and equity values would be enormous- 
ly increased. 


i pee far we have been referring to 
utilities as investment media. There 
are also many sound purchases for pros- 
pects of long-term appreciation. Buyers 
of such stocks must of course be some- 
what more “sophisticated”—that is, they 
must know something about general mar- 
ket conditions and about what is happen- 
ing in the utility industry. Buyers of some 
very low-priced utility stocks in 1921 
and again in 1942, by holding for a few 
years, were able to make 1,000-10,000 
per cent profits. Such opportunities in 
utilities may never again recur. 

However, barring a collapse in the 
market, the intelligent purchase of hold- 
ing company preferred and common 
stocks still seems to present possibilities 
of 25-50 per cent profits over a period of 
one to three years, and in many cases a 
good yield is also obtainable during the 
interim, 

There have also been fine opportuni- 
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ties in the natural gas stocks during the 
rapid expansion of this industry, particu- 
larly in the pipe-line stocks. Since Sep- 
tember, 1946, the prices of five natural 
gas pipe-line stocks have risen about 60 
per cent, while industrial stocks as meas- 
ured by the Dow average remain about 
the same, around the 175 level. While 
future opportunities may be more limited 
the industry still has rapid growth char- 
acteristics, combined with high capital 
leverage in some cases. 

The small investor in utility stocks 
must safeguard his principal by proper 
diversification of holdings. This of course 
does not protect him against the great 
tidal movements of stock prices, but it 


e 


will help minimize the effects of misfor- 
tunes_affecting individual stocks, Such 
diversification may be attained by hold- 
img-¢ty different kinds of utilities such 
as electric, natural gas, telephone, water, 
etc.; and (2) by buying stocks of com- 
panies located in different states and 
areas. The latter reduces risks due to (a) 
overstringent regulation, as in New York 
or the District of Columbia; (b) floods 
or droughts, as in New England and 
California in 1947-8; (c) threatened 
competition from government projects 
as in the states of Washington, South 
Carolina, etc.; (d) slow growth areas 
such as the Dakotas, etc.; (e) strikes 
and other local troubles, 


UTILITY REVIEWS BY WALL STREET FIRMS 


Company Analyses 

se is vad. cie ate bon eee oe 
TE cia. cided eeeemenwseees 
CS = 8 rr ee ae 
Brooklyn Union Gas 

Rs cn avec vvcca set ameneeu 
os cas nedwncessneaees 
Consolidated Edison 

EG as ices os caciduces sernkes 
Kentucky Utilities 

Missouri Utilities 

Niagara Hudson 

Niagara Hudson 

Niagara Hudson 

PE IOs vcscccsy i veeseedvases 
Pacific Lighting 

Philadelphia Electric 

Philadelphia Electric 

Pub, Serv. of Colorado 

Pub. Serv, of Indiana 

South Jersey Gas 

South Jersey Gas 

Ce Per er reese 
ET iis eka ice das vow cos kwe bake 
West Penn Electric 

RI i a aa see’ 


General Reviews, etc. 


Monthly Review 

Monthly Review 

Monthly Review 

Comments on 1948 Annual Reports 

Natural Gas 

Natural Gas 

Electric Utility Earnings Pointing Upward 
a Operating Company Common Stocks 
Six Favored Utilities 


Firm No, Pages Month 


y 
Paine, Webber 
Dreyfuss & Co, ........ 
Josephthal 
Dreyfuss & Co. ........ 
First Boston 
Ira Haupt 
Abraham & Co, ........ 
Paine, Webber 
Shearson, Hammill .... 
Sutro Bros 
A. M. Kidder 
Laidlaw 


Lrleneal wl wl on 


Eastman, Dillon 
Eastman, Dillon 
Newburger 

L. H. Rothchild 
Loeb, Rhoades 
Reynolds 

Cyrus Lawrence 
Paine, Webber 


— = 
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_ 
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Sune 


Empire Trust 
ee 
Paine, Webber 

First Boston 
McDermott 


—_ 
NONK oO 


*Latest issue. In 1948 similar lists appeared in the FortNIGHTLy issues for December 16th, 


September 9th, June 3rd, and March 11th. 
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CURRENT UTILITY STATISTICS AND RATIOS 


Amount Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12Mos. Month 12Mos. 


Operating Statistics (December) 

Output KWH—Total Bill. KWH 
Hydro generated " 
Fuel generated 

Capacity Mill. KW 

Customers, number Mill. 

Fuel Use: Coal Mill. tons 

Gas Mill. mcr 
Oil Mill, bbls. 
Coal Stock Mill, tons 


— 
— 


% 


nN 
QOOONT UN 


9% 
16 


8 


“ 


bd 
brttiais 


N88 
NEE DN 90 S ON > 
ww NONiNNnN 
~ 
Berane. 


Sales, Revenues, and Rates (November) 
KWH Sales—Residential Bill. 
Commercial ‘i 
Industrial 
Tee, CIE ES A s owdweccs este 
Revenues—Residential 
Commercial 
Industrial 
Total, incl, misc, sales 


we mW 
ASesrsse 
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Revenues and Income (November) 


Elec, Rev., incl. misc. rev. ........ 
Misc. Income 


w& 
c=) 
on 


Expenditures (November) 


Fuel 

Labor 

Misc. Expenses 

Depreciation 

Taxes 

Interest 

AmpC TE ino 255 cin cue 


Earnings and Dividends (November) 


Net Income 

Preferred Div. (est.) 

Bal. for Common Stock (est.) .... 
Common Dividends (est.) ........ 
Balance to Surplus (est.) 


Utility Financing (January)? 


Life Insur. Co. Investments (February)? 
Utility Bonds 74 


Utility Stocks D71 


1 
75 —_— D43. 
Per Cent of All Investments .. 11% D35 


D—Decrease. 1 At end of December. 2 Data for all utilities (electric, gas, telephone, etc.), 
including refunding issues, * January 1 to February 26, 1949. 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 


2/28/49 Indicated 
Pri Dividend Se- 
Rate seld 


rece 
About 
Telephone Companies 

Bell System 
Amer, Tel. & Tei. ........ 147 
Cinn, & Sub. Bell Tel. .... 71 
Mountain States T. & T. .. 99 
New England Tel. ........ 83 
Pacific Tel. & Tel. ........ 94 
So. New England Tel. .... 119 

ee 

Independents 
Associated Tel. A ........ 18 
General Telephone ........ 24 
Peninsular Tel. .......... 46 
Rochester Telephone ..... 10 


IOaQNg 


ONMMNOOSCOMOOCOOCOOSCO 


oo°oooqo°o9000%00 COM 


ransit Companies 


Baltimore Transit’........ 
eee 
o Se 2} So eee 
DL Se 
Dallas Ry. & Term. ....... 
Duluth Sup. Tran, ........ 
Kansas City Pub, Ser. .... 
Los Angeles Transit ...... 
National City Lines ...... 
ae 
Rochester Transit ........ 
St. Louis Pub, Ser. A ..... 
Syracuse Transit ......... 
Third Ave, Transit ........ 
Twin oy Rapid Tr. ...... 
United Transit ........... 


te — 


a 


nN 
AMS & eH OH OA ONIw 


aw 
ee 


Holding Companies 
Amer. Water Works ...... 7 
N. Y, Water Service ...... 29 
Northeastern Water ...... 12 
Operating Companies 


Calif. Water Service ..... 29 
Elizabethtown Water ..... 113 
Hackensack Water ....... 33 
Indianapolis Water ....... 17 
Middlesex Water ......... 60 
New Haven Water ....... 59 
Ohio Water Serv. ........ 20 
Phila. & Sub. Water ...... 20 
Plainfield Union Water ... 69 
San Jose Water .......... 31 
Scranton-Spring Brook ... 10 
Stamford Water ......... 53 
West Va. Water Serv..... 14 
DE: Nee unskwenesd 





change. S—New York Stock Exchange. 


D—Deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of-town ex- 
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Dec.’48 $9.52 $6.91 


Dec, 3.76 3.85 
Dec. 8.31 2.95 
Dec, 4.59 4.26 
Dec, 6.26 2.35 
Dec. 886 3.76 
Dec. D$ .44D$ .56 
Sept. 2.28 —_ 
June 5.70 _ 

47 101 
Dec. D$ .38 $3.81 
Dec. 1.38 1.61 
Dec. 1.57. 1.59 
Dec. 3.39 3.08 
Dec. 2.75 4.03 
Dec 87 92 
Dec. 1.54 2.11 
Sept. D 87 D .53 
Dec. D1.52 D1.37 
Dec 37 =«101 
Dec 3.52 6.01 
Dec. 48 39 62 
Dec. ; mee 
Sept. $ .74 $ 83 
Sept. 2.89 3.69 
Sept. an? 
Nov. $2.58 43 
Dec. 7.33 881 
Dec. 3.08 2.87 
Dec. 119 1.98 
Dec, 5.71 4.93 
Dec. 3.34 4.01 
Sept. 2.31 1.98 
Dec. 2.70 2.63 
Dec. 4.74 467 
Dec, 48 2.78 2.35 
Sept. 87 51 
Dec. 277 6 Za 
Sept. 1.37 1.38 
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What Others Think 


Reclamation Power Policy 
Questioned 


HE California State Chamber of 

Commerce has taken a position 
against the policy of the U. S. Bureau of 
Reclamation with respect to the expan- 
sion of publicly owned power plants. 

The chamber said in a public Sstate- 
ment, October 15, 1948, that develop- 
ment of hydroelectric power in connec- 
tion with reclamation projects should 
continue to be incidental to and subordi- 
nate to irrigation, flood, and erosion con- 
trol. 

Representing commerce, agriculture, 
and industry in the state, the organiza- 
tion believes that the “reclaiming of arid 
lands by the construction of reclamation 
projects is and always has been the pri- 
mary purpose of the reclamation laws.” 

Hence, it holds that government funds 
should not be used for the construction 
of transmission lines, switchyards, sub- 
stations, and incidental facilities where 
private capital is prepared to provide 
them, Here are excerpts from the state- 
ment : 


When the government constructs 
power-generating facilities in connec- 
tion with carrying out the purpose of 
reclamation, the goverament should 
sell the power so generated at the 
source and on a basis of equality as 
between public and private purchasers. 

Citizens securing electric service 
from publicly regulated private power 
companies pay a share of the cost of 
povernaaan through their electric bills. 

t is unfair and unsound public policy 
to discriminate against these citizens 
by subsidizing their neighbors and 
business competitors with tax-exempt 
electric distribution facilities provided 
through the use of cheap credit sup- 
plied in part by the same citizens thus 
penalized. 


This chamber is opposed to govern- 
ment ownership and operation of in- 
dustry, whether under the guise of 
reclamation or otherwise. It is an ob- 
vious and often demonstrated fact that 
the only means of saving money for 
the consumer through government 
ownership and operation is the resort 
to a false and misleading means of tax 
exemption and the use of government 
credit. Such discriminatory use of gov- 
ernment credit and powers, if con- 
tinued, will eventually lead to nation- 
alization of industry here, as it has 
elsewhere. No private business can 
compete successfully against a govern- 
ment agency which has tax exemption 
and access to the public purse and 
police powers of government. 

It is essential that government en- 
courage the creation of taxable prop- 
erty and it is the opinion of this cham- 
ber that private enterprise should 
be encouraged rather than hindered 
by governmental competition. Public 
rs should be invested only where 
necessary to furnish adequate service 
that private enterprise cannot provide. 
Such a policy should be followed not 
only in regard to the production and 
distribution of electric energy, but also 
in regard to all other business or enter- 
prise, regardless of size or nature. 


So ends the statement by the chamber. 
Interesting in this connection are recent- 
ly published data on plant expansion by 
the Pacific Gas and Electric Company, 
one of the western utilities most con- 
cerned with reclamation’s policies. The 
company reveals that by 1951 it will have 
practically doubled its capacity as of 
January 1, 1948, These new installations 
— produce more power than Hoover 
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PG&E is spending $12,500,000 a 
month on construction, and the ultimate 
cost of the plants in the full program is 
about one-half a billion dollars. All of 
this money was raised from private 
sources, The company states that this ex- 
penditure will exceed the cost of the en- 
tire Central Valley project. It adds that 
all of that investment goes on the public 
tax roll. 


The PG&E statement also noted that 
the Hoover dam, a government project, 
took eleven years to build. Further, the 
Central Valley project, only half com. 
pleted, has been under construction for 
fourteen years. 

The entire company program men. 
tioned above will have been completed 
within five years. 

—G.M.W, 





Public Relations Are Difficult 


RADIO commentator in Washington, 
D. C., recently told a little human 
interest story about a passenger on a 
train who was faced with indeterminate 
delay. The conductor did not inform him 
as to cause or possible loss of time in- 
volved. Naturally the passenger was 
angry. 
The story, once told on the radio, was 
a blot on the escutcheon of the railroad. 
The company’s public relations man 
heard of the instance and immediately 
got in touch with the radio announcer to 
explain the situation. He explained that 
his company had published a booklet for 
all trainmen explaining exactly how to 
inform passengers when trains are de- 
layed. 
The radio announcer was told that 
the conductor in that situation simply 


had not read the booklet, or that he was 
so busy with immediate duties that he 
forgot to follow instructions in the book. 

Within the next few days, the radio 
announcer explained the company’s ef- 
forts to take care of such situations. 
However, the public relations damage 
had been done, since many who heard 
the original radio story did not hear the 
explanation and some of those who did 
turn in on the second broadcast would 
say that an alibi is no excuse. 

Electric, gas, telephone, and transit 
companies, and in fact any groups serv- 
ing the public, are faced with such prob- 
lems when service is delayed. 

The booklet referred to above is en- 
titled “If Trains Are Delayed,” and it 
was published by the Pennsylvania Rail- 
road. 





Personal Income Distribution 


HE American Economic Founda- 

tion has published a 32-page primer 
on the distribution of income and prop- 
erty in the United States. The book en- 
titled “Who Gets How Much for Doing 
What in America” has received wide pub- 
lic notice. The well-known popular writ- 
er William Hard discussed the ideas 
presented by the foundation in a short 
article in the Reader's Digest of Decem- 
ber, 1948, under the title of “How Is 
American Income Distributed?” The 
book itself was prepared codperatively 
by Rev. Edward A. Keller, CSC, Fred 
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G. Clark, and Richard Stanton Rima- 
noczy. Father Keller is director of the 
bureau of economic research at the Uni- 
versity of Notre Dame. Clark and 
Rimanoczy are writers and executives of 
the American Economic Foundation, lo- 
cated at 295 Madison avenue, New York 
city. 

The primary purpose of the study is 
to demonstrate that the distribution of 
income and property in the United States 
is “fair.” e research was done by 
Father Keller. Essentially it discusses 
the material welfare of individuals in the 
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following income groups: (1) those re- 
ceiving less than $5,000; (2) between 
$5,000 and $10,000; (3) between $10,- 
000 and $25,000; and (4) more than 
$25,000. 

The book answers in simple language 
such questions as: 

What is income and who gets it? 

How much is paid out each year in 
rent and who gets it? 

Exactly what does the employee get 
out of American business ? 

Do 2 per cent of the American people 


really own 80 per cent of America’s 
wealth? 

How has the workers’ increase in in- 
come compared to the company owners’ 
increase in income? 

Are the rich getting richer and the 
poor getting poorer? 

A full page newspaper advertisement 
states that the book strikes at the nerve 
center of our economic illiteracy. It as- 
serts that it meets the real issues and pre- 
sents the truth in a manner that cannot 
be misunderstood or distorted. Price, $1. 





The Power Shortage Passing? 


HE electric companies of the United 

States are successfully coping with 
their generating capacity problems, 
Ernest R. Acker, president of the Edi- 
son Electric Institute, announced on 
February 25th, calling attention to in- 
stallations of new generating capacity 
which are being maintained at such a high 
level that the companies are intensifying 
their long-range sales efforts to make 
sure that the new capacity will be suffi- 
ciently utilized as it becomes available. 

As specific evidence, Mr. Acker noted 
that, on the basis of final calculations, the 
industry’s reserve margin of generating 
capacity during the December, 1948, peak 
period averaged 6 per cent, on the basis 
of total installed capacity, as against the 
1947 reserve of 5 per cent. 

This indicated that the corner has been 
turned, Mr. Acker said, since last year’s 
record-breaking installation of 4,253,000 
kilowatts will be topped by more than 50 
per cent during 1949 by a scheduled in- 
stallation of 6,700,000 kilowatts ; and the 
rate of increase in demand has come 
down from the abnormally high rates in 
1946 and 1947, directly after the war. 

A margin of reserve capacity of 10 per 
cent is envisioned by the end of 1949; 
and the desirable normal margin of 12 to 
15 per cent as estimated by power system 
engineers under present-day pooling op- 
erations should be achieved in many parts 
of the country by the end of next year 
or early the following year. 
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Following is the latest summary report 
of the power supply situation as compiled 
by the staff of the Edison Electric 
Institute : 


Summary Report on the Present Power 
Supply Situation and Outlook 


HE Edison Electric Institute collects 

weekly power output figures from 
90 per cent of the industry, monthly fig- 
ures on peak loads, power generation, 
power sales, new customers, installations 
of new generating capacity, from 95 per 
cent of the industry, and for the past three 
years has made semiannual surveys of 
the power supply situation through a 
committee of system operators covering 
every section of the United States except 
that served by the Tennessee Valley 
Authority. 

The high points of the latest power 
supply survey are as follows: 

(a) December, 1948, peak loads 
were carried with an average margin 
of reserves of 6 per cent, with a small 
amount of curtailment, less than 1 per 
cent, in a few localities. 

(b) Improvement in reserve mar- 
gins at the end of 1948, with every 
prospect for substantial improvement 
hereafter. 

(c) The present high rate of instal- 
lations of new capacity has caused elec- 
tric utility companies to step up sales 
promotion. 
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Comparison of Additions to Capacity 


With Load Growth and 
Of Reserve 


It took almost two years after VJ-Day 
to get substantial deliveries of generat- 
ing capacity, but installations are pro- 
ceeding rapidly, as shown in table below. 


Margins 


(Substantial schedules already have’ 


been made for 1952 installations.) 


Load Growth 


HE table below shows that the 

rate of increase of power demand 
has flattened off. This flattening off is 
also indicated by current weekly power 
output figures showing the percentage in- 
creases over the corresponding week of 
the previous year. 


First week in February, 1947... .20.5 


First week in February, 1948... .12.7 
First week in February, 1949.... 6.8 


Normal load growth prior to World 
War II was less than 4 per cent. 


Reserve Margins 


Margins of reserve and spare capacity 
in past years are as follows: 


1941. .22% 
1943..20 (At peak of war demand) 
1945. .27 


1946. .12 
1947.. 5 
1948.. 6 


The outlook for reserve margins for 
1949, according to the latest survey, is 
for a substantial improvement in nearly 
every section of the country. Normal 
reserve will be restored in nearly all sec- 


im of the country by late 1950 or early 

The desirable normal margin of re- 
serve, as estimated by power system en- 
gineers, is now 12 to 15 per cent, de- 
pending on the degree of interconnection 
and adaptability of a group of power 
systems to — advantageously in a 
pool. There has been a marked increase 
in pool operation over recent years with 
a resulting sharp decrease in the amount 
of reserve needed to assure continuity of 
service. 


Lack of Reserves Is a Passing Problem 


HE lack of reserves created the 
worst operating problems in many 
sections of the United States in August, 
1947. The load was growing very fast, 
the idea of a Marshall Plan took hold 
throughout the country and caused a 
rapid rise in power demand, an extra- 
ordinary hot spell caused many equip- 
ment failures at a time when there were 
many scheduled outages of generating 
units for their regular overhauling. The 
reserve problem was generally better in 
1948 than in 1947. There was a severe 
water shortage in California for about a 
month, a severe water shortage in Wis- 
consin and northern Minnesota for a few 
weeks, and some drought in upstate New 
York and New England for a few weeks. 
The 1948-49 winter peak has gone by. 
Before the next hot summer weather and 
the next December peak demand come 
around, new capacity going in is expect- 
ed to make a substantial improvement in 
reserve margins. This together with the 
fact that many companies are noticing a 


= 


Margins 
Per Of Spare 

Additions Per Cent And 
To New Cent Load Reserve 

Capacity Increase Growth Per Cent 
1946— 206,000 kw 0.4 13.8 12 
1947—1,895,000 kw 38 10.1 § 
1948—4,253,000 kw 8.1 68 6 

Scheduled : 1949—6,700,000 kw 11.9 7.3 (est.) 10 (est.) 
950—5,800,000kw 92 63“ 13“ 
1951—6,060,000 kw 8&8 il i" 
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WHAT OTHERS THINK 
flattening off of demand has prompted launch large sales promotion programs to 


electric utility companies generally to 


try to increase their sales of electricity, 





Natural Gas Shortage 


C— of natural gas in areas of 
consumption have made necessary 
continued restrictions on its use. Rob- 
ert E. Friedman, acting director, oil and 
gas division, Department of the Interior, 
explains that basically the shortage re- 
sults from an insufficient amount of 
large diameter steel pipe to enable ex- 
pansion of the pipe-line systems that 
bring gas from the great reserves of the 
Southwest to the consuming areas of the 
midwestern and Appalachian regions, 
Mr, Friedman presented that view in 
testimony before the Senate Committee 
on Interior and Insular Affairs, Feb- 


ruary 7th. To illustrate the continuing 


advance in the demand for natural gas, 
he said that during 1948 about 12 per 
cent more gas was supplied to consumers, 
and it is expected a similar increase will 
be experienced this year. 

The greater part of Mr. Friedman’s 
testimony was devoted to problems of the 
oil industry, but he had the following to 
say about flared gas: 


Problems of particular importance 
exist in relation to gas produced with 
oil. Vast quantities are flared and thus 
lost entirely. Even where it is proc- 
essed and delivered to pipe lines, 
serious losses may be sustained since 
the primary value of gas produced with 
oil lines, in many types of reservoirs, 
is its ability to assist in bringing the 
oil to the surface. In many fields ulti- 
mate recovery of oil would be vastly 
increased if the gas produced were re- 
injected. Then, after depletion of the 
oil field, the gas would still be largely 
available for production and use. En- 
couraging progress is being made in 
conserving gas under the direction of 
many of the state regulatory commis- 
sions and with the full support of most 
of the petroleum industry. 


However, Mr. Friedman concluded 


with the cautioning remark that much 
remains to be accomplished, 


—G, M. W. 





Notes on Recent Publications 


Underground Gasification of Coal. For per- 
sons interested in the facts regarding experi- 
ments being conducted in this country on 
underground gasification of coal, a very 
clear and interesting description of these de- 
velopments has been published by the U. S. 
Bureau of Mines in codperation with the 
Alabama Power Company. The 19-page ex- 
position is written in such a manner that the 
layman can understand, and it is illustrated 
with six diagrams-and pictures. The title 
page bears the following identification : “The 
Second Underground Gasification Experi- 
ment in Gorgas, Alabama.” Bureau of 
Mines, United States Department of the In- 
terior in Codperation with the Alabama 
Power Company, by M. H. Fies, James L. 
Elder, Hugh G. Graham, R. C. Montgomery, 
and J. M. Jernigan. Three of the authors 
who prepared the report work on the project 
for the Alabama Power Company, and two 
are engineers of the U. S. Bureau of Mines. 
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Welcome to the Bank. New employees of the 


Chemical Bank & Trust Company, New 
York city, no doubt get off to a good start 
when they are engaged by the company. One 
evidence of this is a human and well-prepared 
booklet of welcome, entitled “All We Have 
to Sell Is Service.” Its format is attractive 
and the contents are friendly and exceed- 


ingly helpful. 

e first page is a 3-paragraph welcome. 
Then follows a 4-page short history of the 
bank since its founding in 1823 when it was 
incorporated as the New York Chemical 
Manufacturing Company. The remainder of 
the booklet consists of many brief articles- 
containing helpful advice and information on 
such subjects as public relations, education, 
advancement, and benefits. The text is at- 
tractively illustrated in a light vein with 
cartoon type drawings. Chemical Bank & 
Trust Company, 165 Broadway, New York, 
New York. 
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The March of 
Events 


In General 


Bureau Reports on Plants 


7 Reclamation Bureau recently re- 
ported the hydroelectric power 
plants it administers now have a power 
capacity of 2,718,127 kilowatts. If the 
reclamation and western river control 
projects now under way or proposed 
proceed on schedule, the bureau added, 
the capacity will be more than doubled in 
the next six and a half years. 

The power capacity of the nation’s 
private and public utilities, including 
those for which the Reclamation Bureau 
markets power, was 56,463,509 kilo- 
watts at the end of 1948, the Federal 
Power Commission reported. In addi- 
tion, the nation’s industrial plants have 
a capacity of 13,022,372 kilowatts, it was 
said. 

Reclamation Commissioner Michael 
W. Straus said in a report that the 
Reclamation Bureau-marketed power 
capacity is expected to increase by 183,- 
140 kilowatts by June 30th, and about 
500,000 kilowatts a year thereafter 


through 1955. The anticipated capacity 
as of June 30, 1955, is 5,763,807 kilo- 
watts, he said. 


Bid Hearing Urged 


IDE gaps between engineer esti- 
mates and bids received for Bonne- 
ville Power Administration’s construc- 
tion contracts led Senator Cordon (Re- 
publican, Oregon) last month to suggest 
a thorough examination of the situation. 
“Either the agency should reject all 
bids or fire all its engineers,” he told the 
Senate Appropriations Committee at a 
hearing on a deficiency appropriation 
bill. 

The Bonneville Administration was 
asking authority to do a larger amount 
of work itself—on force account—with- 
out calling for bids. 

The House has agreed to repeal of a 
provision which limits BPA — and the 
Reclamation Bureau — to use not more 
than 8 per cent of its funds in that 
manner. 


Arkansas 


Bill to Limit Rate Increases 
Defeated 


eg which would have put a limit 
on rate increases which may be 
granted a public utility in any one year 
was defeated last month by the state 
house of representatives, 

Sponsored by Representative Lloyd E. 
Darnell of Garland county, the measure 
would have prohibited a rate increase of 
more than 25 per cent in any 12-month 


period, except that in cases of extreme 
emergency the increase could be 35 per 
cent. 


Governor Signs Gas Bill 


OVERNOR Sid McMath on February 
21st signed into state law a bill 
conferring the power of eminent domain 
on municipal corporations to construct 
transmission lines and distribution sys- 
tems for natural gas. 
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Connecticut 


Rate Boosts Authorized 


sg state public utilities commission 
recently authorized the Connecticut 
Light & Power Company to raise its elec- 
tric rates about 6 per cent and its gas 
rates about 8 per cent immediately. 
The new rates will add $1,093,000 a 
year to the company’s electric revenue 
and $511,000 a year to its gas revenue. 
The commission also told the company 


it can extend its fuel adjustment charge 
to residential customers, and to commer- 
cial customers who were not subject to 
this charge. 

The company had asked the commis- 
sion to allow it to raise electric rates 
about 11 per cent and gas rates about 9 
per cent to add $3,037,000 to its electric 
revenue and $573,000 a year to its gas 
revenue. 


Indiana 


Rider “Subsidy” Charged 


gor of Indianapolis Railways have 
increased the value of the stock- 
holders’ property by $4,824,500, William 
E. Steckler, state public service commis- 
sion counselor, charged recently. 

Mr. Steckler made this charge follow- 
ing his study of fare structures and 
operations of the utility, which is seek- 
ing a rate increase from the present 10 
cents to two tokens for 25 cents, 

“All extensions and additions (equip- 


ment) of the Indianapolis Railways,” 
Mr. Steckler said, “have been contrib- 
uted by the riding public and the man- 
agement should not be permitted to profit 
from money so obtained.” 

The $4,824,500 “subsidy” by the fare- 
paying public in the last seventeen years, 
Mr. Steckler said, resulted from the 
“questionable utility practice of capitaliz- 
ing its extensions and additions (equip- 
ment) out of depreciation reserve 
moneys.” 


Kentucky 


Special Legislative Session 
Called 


UBJECTS listed by Governor Earle C. 

Clements for consideration by a 
special session of the state legislature, 
called to start March Ist, included a 
proposal to extend the debt retirement 
period for rural electric codperatives 
from twenty-five to thirty-five years to 
conform with the Federal law. 


“If the present law, which requires 
amortization within twenty-five years, is 
amended to conform to Federal legisla- 
tion, it will insure maximum benefits in 
Kentucky from Federal loans,” the gov- 
ernor said, 

It also was expected that the state sen- 
ate would be asked to confirm the gov- 
ernor’s appointment of H, Clay Kauff- 
man of Lancaster to the state public 
service commission, 


* 
Michigan 
state house last month reaffirmed its 
adoption of a resolution creating a 3-man 


committee to study recent public utility 
MAR. 17, 1949 


Utility Quiz Wins 
LTHOUGH doubt was expressed that 
much would be accomplished, the 
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rate increases totaling $30,000,000 a 
year. 

Representative Andrew Bolt, of Grand 
Rapids, attempted to persuade the cham- 
ber to reverse its earlier action creating 
the committee. He said the power given 
the committee to study rates in relation 
to utility investments, scan problems of 
the state public service commission, and 


PUBLIC UTILITIES FORTNIGHTLY 


delve into the question of whether “pub- 
lic representation” should be increased at 
rate hearings was too much for such a 
group. 

Representative William S. Broomfield, 
of Royal Oak, sponsor of the proposal, 
declared that “with utility rates going up 
rapidly we as representatives of the peo- 
ple have a right to know why.” 


* 


Montana 


Natural Gas Tax Bill Defeated 


HE state house of representatives 
last month defeated a bill to tax nat- 
ural gas produced in Montana and ex- 


ported from the state. The proposed 
tax would have amounted to three- 
eighths of one cent on each 1,000 cubic 
feet exported from the state. 


> 


New Hampshire 


Court Gives Advisory Ruling 


N advisory ruling given the state 
legislature last month by the New 
Hampshire Supreme Court held that a 
bill which would have permitted the state 
to impose a tax on utilities proportional 


to the number of kilowatt hours manu- 
factured in the state would be in viola- 
tion of the state Constitution. 

The court said that such a levy would 
be a privilege tax, such as prohibited by 
the state Constitution. 


* 


New York 


Edison Strike Averted 
NSS committees represent- 
ing the Consolidated Edison sys- 
tem and the Utility Workers of America, 
CIO, reached a settlement recently on 
all disputed issues between them, lifting 
the threat of a utility strike that would 
have affected most of New York city 
and Westchester county. 
The agreement, which was an- 


5 


nounced by Acting Mayor Vincent R. 
Impellitteri on February 27th, was sub- 
ject to ratification by the union’s mem- 
bership and the board of directors of the 
company, but it was freely predicted that 
this would amount to a mere formality. 

The wage settlement represented a 
“fourth round” increase for the union 
and will cost the company an estimated 
$6,500,000 


North Dakota 


Rate Increase Authorized 


| roca rates ranging up to 23.3 per 
cent, but, in one instance, lower than 
the company requested, were authorized 


for the Minot Gas Company last month 
by the state public service commission. 
The commission authorized the com- 
pany to boost residential and commercial 
rates 20.4 per cent; water heating and 
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refrigeration, 20.6 per cent; and indus- 
trial service, 23.3 per cent. 

An increase of 33.8 per cent in resi- 
dential and commercial gas rates was 
sought by the company. The commission, 
however, said that the company’s resi- 
dential and commercial customers now 


are paying a substantially higher average 
rate than other classes of customers. 
Rates granted for the other two classes 
were the same as requested. 

It was estimated the new rates will 
boost the company’s annual gross operat- 
ing revenue to about $130,621. 


e 
Ohio 


Committee Approves FEPC 


STRONG fair employment practices 
bill, admitted by its legislative 
sponsors to have “teeth” and reportedly 
bearing the support of Governor Frank 
J. Lausche, was approved last month by 
the industry and labor committee of the 
state house of representatives. 
By a vote of 10 to 5, the committee 


passed out house Bill 106, which would 
create a 5-member state fair employment 
practices commission and “prohibit dis- 
criminatory employment practices based 
upon race, color, religious creed, national 
origin, or ancestry.” 

It was believed that the committee vote 
marked the first time the state general 
assembly has taken action on the con- 
troversial measure. 


Oklahoma 


More Public Power Favored 


EATING off all amendments, the state 
senate recently passed the contro- 
versial bill extending the powers of 
Grand River Dam Authority. The vote 
of 37 to 5 was a smashing victory for the 
backers of public power, it was said. At- 
tempts to curtail power sale provisions 
of the measure were unavailing. The bill 


was sent to the house of representatives. 

GRDA is given specific authority un- 
der the bill to acquire the steam plant of 
the Oklahoma Ordnance Works at 
Chouteau. The bill also authorizes issu- 
ance of $25,000,000 more in bonds to 
enable GRDA to build or acquire dams 
and hydroelectric power plants at Mark- 
ham’s Ferry and Fort Gibson. 


South Dakota 


Governor Supports Power 
District Bills 


‘Gypne George T. Mickelson re- 
cently placed his support behind 
the amended consumer power district 
bill. He noted house passage of the 
controversial measure, and said he 
thought the bill, as amended, “presents a 
law which is eminently fair to both op- 
ponents and proponents.” 

The bill was passed 48 to 27 and sent 
to the senate after (1) its emergency 
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clause was removed; (2) the number of 
petitions required to organize a district 
was raised from 15 to 51 per cent of the 
electors ; (3) power districts were made 
subject to the 2 per cent gross income 
tax; (4) other less sweeping changes 
were made. 

These changes, Governor Mickelson 
said, “removed two features which I 
have found were the basis for objections 
on the part of many people ; namely, the 
tax provision and the number of peti- 
tioners required.” 
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Texas 


State License Tax Upheld 


N opinion handed down last month 

by the court of civil appeals in 

Austin held that trackless trolleys in Dal- 
las must pay a state license tax. 


The opinion upheld a lower court find- 
ing that Dallas Railway & Terminal 
Company owed $5,589 registration fees 
on 54 electric-powered trolleys, which 
run on rubber tires and draw power from 
overhead electric wires. 


Utah 


Utility District Bill Introduced 


EGISLATION to permit creation of pub- 
lic utility districts “to conserve water 
and power resources . . . and to supply 
public utility service, including water 
and electricity for all purposes” was in- 
troduced in the Utah legislature last 
month by Senator Lorenzo E, Elggren, 


Salt Lake Democrat, and several others. 
The bill would authorize county com- 
missions, upon petition of 10 per cent 
of the qualified electors, to submit the 
question of a district at any general elec- 
tion. Once created, the district would 
have broad powers to condemn and ac- 
quire private properties and to generate, 
transmit, and distribute electricity. 


, ¥ 
Washington 


PUD to Sue State 


CLAIM against the state of Washing- 

ton for damages was scheduled to 
be submitted to the state legislature re- 
cently by the Cowlitz Public Utility 
District, Ear] Cole, PUD commission 
chairman, announced. 

Cole said the claim arose because of 
the fish sanctuary bill recently adopted 
by the legislature. He said the measure 
abrogated certain property and water 


rights of the PUD on the Kalama river. 
Cole said the rights were acquired from 
the Puget Sound Power & Light Com- 
pany and still are being paid for. 

The Kalama river property was con- 
sidered as a site for a future hydroelectric 
development by the district, he explained. 
Construction of a dam would have been 
necessary, The PUD purchased the 
property last year, along with all other 
properties of the Puget Sound Power 
& Light Company within the county. 


Wisconsin 


Would Scrutinize Executives’ 
Salaries 


A BILL to place the salaries of private 
utility executives under the scrutiny 
of the state public service commission 
was introduced in the state assembly 
last month. 

The bill would require the commission 
to consider executives’ salaries when act- 
ing on any applications for rate increases. 
When the commission rules on those ap- 
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plications, it also would be required to 
make “‘a specific finding on whether such 
salaries are reasonable or excessive.” 
The same assemblymen also intro- 
duced a “little TVA” proposal. It was 
a joint resolution calling for a constitu- 
tional amendment to permit the state to 
contract debts for water-power develop- 
ment. Power production, transmission, 
and distribution were specifically in- 
cluded, along with navigation develop- 
ment, flood control, and soi] conservation. 
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Progress of Regulation 


Uniform Gas Restriction Rule Disapproved 


HE Massachusetts Department of 

Public Utilities closed an investiga- 
tion which it had started in relation to 
the propriety of a uniform restriction 
upon gas for space heating throughout 
the state. No order the department could 
make, it was said, would add to the gen- 
eral principles of law prohibiting unrea- 
sonable discrimination. 

A company having available a suffi- 
cient supply of gas, it was said, should 
not be compelled to refuse to deliver gas 
to any customer regardless of the pur- 
pose for which the customer desires to 
use it. 

Furthermore, in the case of com- 
panies where there is some limitation on 
the available supply, it might be due to 
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a shortage either of production equip- 
ment or distribution equipment. If a 
shortage exists in production equipment, 
said the department, it is obvious that 
no extension of the house-heating serv- 
ice should be permitted since the general 
supply of gas throughout the territory 
must be conserved. 

On the other hand, if the shortage is 
in distribution facilities, it is apparent 
that some portions of the territory can 
reasonably be supplied with fuel while 
other portions cannot be so supplied 
without extensive capital outlays which 
the company may or may not conclude to 
be feasible under present conditions. Re 
Restriction of Gas for Space Heating 
(DPU 8276). 


Fuel Clauses Revised and Extended When 
Gas and Electric Rates Are Increased 


IGHER rates for the Connecticut 

Light & Power Company were 
authorized by the Connecticut commis- 
sion so as to produce a return of 5.52 
per cent on electric, gas, and water plant. 
The return on electric operations would 
3 per cent and on gas operations 
78. 

The company has had in force fuel 
adjustment clauses applicable to some 
classes of customers, The gas fuel clause 
was inaugurated in 1942 and took, as 
the base price of gas-making fuels, prices 
for those fuels averaged over the 5-year 
period from January 1, 1937, to January 
1, 1942, This clause is applicable to all 
classes of gas customers. The commis- 
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sion approved a company proposal to 
continue the present base price for fuels 
in the adjustment clause. 

Electric rates have been based upon 
a fuel cost of $5 per net ton of coal or 
equivalent fuel, The company proposed 
and the commission approved a new base 
price of $10 per net ton for generating 
fuels (expressed in a factor of 37 cents 
per million BTU representing a fuel cost 
of $10 per net ton with a heating value 
of 13,500 stu per pound). This revised 
base price would reflect price levels ob- 
taining in 1948. 

The adjustment clause in the electric 
department, unlike the gas department, 
did not apply to sales of electricity to 


MAR. 17, 1949 





PUBLIC UTILITIES FORTNIGHTLY 


domestic or residential customers, nor 
did it apply to municipal street lighting. 
The clause did not use as a divisor the 
total kilowatt hours of electricity de- 
livered but used only the steam generated 
electricity. 

The commission ordered the extension 
of the fuel clause to electricity for domes- 
tic customers and required a change in 
the divisor from kilowatt hours of steam 
generated power to total kilowatt hours 
delivered. The effect, said the commis- 
sion, would be to remove an existing 
discrimination against large power us- 
ers, principally commercial and indus- 
trial customers, and effect a substantial 
reduction in the fuel charge in their bills. 

Part of the increase in rates was neces- 
sary to finance a construction program. 
Municipal authorities claimed that a rate 


increase should not be allowed with re- 
spect to so much of the construction 
program as related to providing service 
for new customers. Otherwise, they said, 
an unfair burden would be placed upon 
present customers. 

The commission, however, said that 
it was extremely difficult to allocate new 
plant which is operated as an integral 
part of an existing plant between pres- 
ent and new customers. Service had suf- 
fered in the war period and was not yet 
adequate. The commission proceeded 
upon the relationships of the required 
financing to the entire construction pro- 
gram, both as to provision for supplying 
present customers with adequate service 
and provision for service to new custom- 
ers, Re Connecticut Light & Power Co. 
(Docket No. 8168). 


e 


Objection to Deduction of Depreciation 
Reserves Overruled by Commission 


HE Michigan commission permitted 

the Detroit Edison Company to in- 
crease revenues from electric operations 
by reducing prompt payment discounts 
to 3 per cent, filing a new fuel adjust- 
ment clause applicable to all rate sched- 
ules except for domestic service, and in- 
creasing rates for domestic service by 
about 16.73 per cent. 

In the course of the proceedings the 
company objected to the deduction of 
depreciation reserves, relying upon the 
case of Michigan Public Utilities Com- 
mission v. Michigan State Teleph. Co. 
(1924) 228 Mich 658, PUR1925C 158, 
200 NW 749. The commission said: 


We do not find that this decision 
supports the company’s position, In 
this case, the commission had found 
the present fair value of defendant’s 
property used and useful in service 
but had not used such fair value to 
derive the rate base. Rather, from 
such fair value, it had deducted the 
total depreciation reserves and used 
the resulting difference to derive the 
rate base for the company. 


The court in that case held that the 
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commission, in deducting reserves from 
already determined fair value, was in 
effect deducting depreciation reserves 
from an already depreciated value, The 
case, however, the commission pointed 
out, did not stand for the proposition that 
it is unlawful to deduct depreciation re- 
serves from total utility plant undepreci- 
ated. The company’s objections were 
overruled. 

Claims for operating expenses were 
approved in spite of the view of a wit- 
ness for the city of Detroit that there 
should be a reduction for past pension 
accruals, past pension payments, welfare 
and pensions apportioned to other de- 
partments, and salaries of general offi- 
cers and executives and other general 
office salaries apportioned to other de- 
partments. 

The fair rate of return, said the com- 
mission, may fall between a lower limit 
considered as confiscatory and a higher 
limit which would impose an undue bur- 
den on the ratepayer, The commission 
reviewed testimony as to the cost of 
money and said that in reality what the 
utility should be entitled to earn is an 
amount adequate to pay operating ex- 
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penses, including depreciation and in- 
come taxes, after which a sufficient re- 
turn is left to pay fixed charges on bonds 
and preferred stock, if any, and to pro- 
vide an adequate return on common 
stock equity sufficient in amount to per- 
mit the attraction of additional capital 
as needed and to maintain credit. 


REGULATION 


The best interests of the public, in 
the opinion of the commission, would 
not be served by the addition of a fuel 
clause to the rate for domestic service 
because fuel cost is a relatively smaller 
element of cost in furnishing that class 
of service than other classes of service. 


Re Detroit Edison Co. (D-1722-49.1). 


& 


Construction Work and Merchandising Business 
As Part of Rate Base 


Tt Georgia commission, in author- 
izing an electric rate increase, noted 
that the rate base suggested by the com- 
pany included balances for construction 
work in progress. The income statement 
did not include interest during construc- 
tion income, 

The commission said it would seem 
proper either to include construction 
work in progress and exclude interest 
during construction capitalized on the 
construction work in progress, or if con- 
struction work in progress is to be in- 
cluded, then income from interest during 
construction should represent a part of 
the revenue requirements of the company. 

Moreover, the income statement of the 
company did not include income from 
merchandise and jobbing operations. The 
commission said that while it might be 
concluded that income of this nature is 


not operating in nature and, therefore, 
should not be considered as part of earn- 
ings of the regulated business, it neces- 
sarily follows that to correctly exclude 
income from merchandising, jobbing, 
and contract work would require alloca- 
tions of building space, billing and collect- 
ing expense, and other items. Particular- 
ly there would be an allocation of income 
taxes which, from the reports of the 
company, appeared to be charged entire- 
ly to electric operation with no assign- 
ment of such taxes to merchandising. 

It therefore appeared simpler to in- 
clude income from merchandising, job- 
bing, and contract work as part of reve- 
nue requirements rather than to exclude 
this item, together with associated invest- 
ment and expense amounts. Re Savannah 
Electric & Power Co. (File No, 19384, 
Docket No. 9080-A). 


2 
Employee’s Bookmaking No Basis for Phone Removal 


TELEPHONE company was ordered 

by a New York court to restore 
service to an automobile repair shop from 
which the telephone had been removed 
after police heard an employee of the 
shop booking horse races, 

At the trial a police officer testified 
that he heard the owner of the shop 
telling a person who was attempting to 
place a bet over the telephone not to 
call up, that he did not want any bets 
around the shop, and that he told Eddie 
not to take any bets. 

The record indicates that Eddie, an 
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employee, had been discharged after the 
owner of the shop had been arrested 
for bookmaking and the shop telephone 
removed. The telephone company refused 
to restore service even after the shop 
owner was acquitted of the gambling 
charges. 

The court ruled that under the circum- 
stances the telephone company should 
restore service with reasonable prompt- 
ness, since the shop owner, in being de- 
prived of the telephone, was being pun- 
ished for the crimes of another. Re 
Knapp, 83 NY S2d 919. 
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Only Near Future Projects Authorized 


+ Wisconsin commission ap- 
proved in part and denied in part 
a municipal water utility’s application for 
authority to construct numerous main 
extensions and two wells as part of a 
15-year waterworks improvement pro- 
gram. 

The commission pointed out that it 
was not its policy to authorize construc- 
tion projects which would not be started 
for a number of years. Over the course 
of years changes might be desired or 


e 


necessary requiring amended authoriza- 
tions. Moreover, economic conditions 
would not permit proper cost estimates 
to be made for long periods of time in 
advance. 

The commission approved that part of 
the program which the city proposed to 
complete within a 2-year period and di- 
rected that the city apply for approval 
for other construction when ready to 
proceed. Re City of Waukesha (CA- 
2743). 


Police Need Not Approve Telephone Restoration 


MEAT market owner’s application 

for an order directing a telephone 
company to restore service after his be- 
ing cleared of gambling charges was 
granted by a New York court. 

The telephone company based its re- 
fusal to restore service on disapproval 
by the police department. The court 
pointed out that police approval is not 
a condition precedent to restoration. 


A company, the court concluded, must 
render service to all who obey its regu- 
lations and pay its proper charges but 
may refuse service to those who are 
reasonably sure to use it for an illegal 
purpose. 

The evidence, in the opinion of 
the court, did not justify the conclusion 
that the service would be used illegally. 
Re Di Benedetto, 83 NY S2d 920. 


Fines Assessed for Lease of Certificate 


HE Louisiana commission assessed 
fines on two motor carriers partici- 
pating in a transaction which the com- 
mission determined to be an unauthor- 
ized transfer of operating rights. 
The operating carrier assumed full 
common carrier liability and paid the 
certificate holder a portion of the pro- 


e 


ceeds for the use of his name, rights, and 
billing. Such an arrangement, the com- 
mission ruled, was ineffective without 
its prior approval to permit one carrier 
to operate by virtue of another’s author- 
ity. Louisiana Public Service Commis- 
sionv. Rednour (Nos. 4918, 4919, Order 
No, 5001). 


Arbitrary for River Crossing Abolished 


HE attack by a local transportation 
bureau against the practice followed 

by both railroads and motor carriers of 
making extra charges, called arbitraries, 
where a river crossing was involved, was 
sustained by the Louisiana commission. 
The charge has a historical background 
dating back to the time when the carrier 
was required to transport the shipment 
across the river on a barge or car ferry. 
The bureau charged that with the con- 
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struction of bridges the justification for 
the arbitraries disappeared, 

When the commission agreed with this 
contention, the carriers pointed out that 
they could not afford the loss of revenue 
which would ensue from the abolition 
of the arbitrary. This was overturned 
by the commission with the following 
statement : 


This is not, to our minds, a valid 
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argument for the maintenance of the 
arbitrary for, if the additional reve- 
nues derived from it are essential to 
the carriers’ operations, such revenues 
should be provided for in the conven- 


e 


tional way and should not depend upon 
a geographical accident. 


New Orleans Traffic & Transp. Bureau 


et al.v. Barras Transfer Line et al. (Nos. 
4958, 4959, Order No. 5002). 


Betting over the Telephone Not Unlawful 


New York court ordered a telephone 
F, paenne to restore service to a 
beauty parlor after discontinuance for 
gambling. 

Police officers who had tapped the 
beauty shop telephone said they heard 
bets being placed over the phone, entered 
the premises, arrested the operators, and 
removed the telephone equipment. The 
beauty shop operators were acquitted of 
all charges and requested restoration of 
telephone service, which the telephone 
company denied. 

The company produced a letter from 
the beauty shop operators as an admis- 
sion that the phone had been used for 
unlawful purposes. Part of the letter 
reads as follows: 


We realize we had made a mistake 
in using our phone to bet on the races, 


e 


and for this mistake we have paid very 
deeply but it had taught us the best 
lesson we could hope to learn. 


The court declared that there is a vast 
distinction between betting on horse 
races and booking bets, and that casual 
betting or gaming by individuals is not 
a crime. From this it is apparent, the 
court added, that the telephone company 
misinterpreted the letter, since if placing 
a bet is not illegal, it does not become 
so because it is made over the telephone. 

A telephone company, the court 
pointed out, has no authority to deny 
service as a punishment for past crimes, 
but may deny service only when there 
is a reasonable certainty that the tele- 
phone will be used for illegal purposes 
in the future. Cyprus et al. v. New York 
Teleph. Co. 84 NYS2d 114, 


No Certificate Required for Hospital Ambulance 


1 pe complaint of a motor carrier 
against a hospital for rendering 
ambulance service without a certificate 
was dismissed by the Pennsylvania com- 
mission. 

The obviously exempt service ren- 
dered to patients and guests of the hos- 
pital was not questioned by the carrier. 
Service for persons who were neither 


e 


patients nor guests, the carrier con- 
tended, was public utility service for 
which commission authorization was re- 
quired. 

The commission ruled that the hospital 
engaged in these activities merely as an 
incident to hospital service and not as a 
utility. Hess v. Harrisburg Hospital 
(Complaint Docket No. 14381). 


Spreading Service Cost Is Matter of Judgment 


i by selection of a schedule of rates 
to spread the burden of service 
costs, says the California commission, is 
a matter of informed judgment. While 
cost of service, value of service, con- 
sumption characteristics, customer loca- 
tion, and previous rate history are im- 
portant, none is or can be controlling. 
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This statement was made in a proceed- 
ing involving rates for irrigation service. 
A company was supplying irrigation 
water under a single rate schedule. Serv- 
ice for domestic, commercial, or munic- 
ipal purposes was not involved. This 
was a gravity system, and the record of 
expenses showed a minor portion of an- 
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nual costs attributable to water produc- 
tion, which would result in relatively high 
customer and demand costs and rela- 
tively low commodity costs. 

However, said the commission, where 
a single type of service is involved, 
with substantially similar characteristics, 
either a uniform commodity rate or a 
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uniform demand rate can be used equi- 
tably. Under the operating conditions 
obtaining on this system, the commission 
continued, administration of a demand 
type of rate would be cumbersome and 
more costly than the uniform commodity 
rate. Re Clear Lake Water Co. (Decision 
No. 42350, Application No. 29179). 


Other Important Rulings 


i e- Indiana commission refused to 
permit a telephone utility to increase 
rural rates where many subscribers’ com- 
plaints indicated that rural service was 
inadequate. The commission considered 
the fact that the company was in the 
process of rehabilitating its rural lines 
and provided in its order that when the 
work on rural lines was completed, a rate 
increase would be allowed. Re Sharps- 
ville Teleph. Co. (No. 20876). 


The Civi] Aeronautics Board approved 


a British air carrier’s application for a 
foreign permit to operate between the 
island of Jamaica and Miami, Florida, 
where the record did not indicate that 
this would have any substantial adverse 
effect upon an American carrier render- 
ing similar service and where, after con- 
sideration of economic data and reciproc- 
ity, it appeared that the granting of the 
application to the air carrier by the CAB 
was in the public interest. Re British 
Caribbean Airways, Ltd, (Docket No. 
3275). 
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INDIANA PUBLIC SERVICE COMMISSION 


Re Indiana Gas & Water Company, 


Incorporated 


No. 21042 
January 5, 1949 


| gts for increase in rates for natural gas or mixed gas 
service; increased rates authorized. 


Valuation, § 39— Rate base — Measures of value — Reproduction cost. 
1. The reproduction cost new theory, which at best is highly speculative, 
should not be used as a yardstick in determining a rate base, particularly 
in view of the fact that the use of such a theory would establish valuation 
at the highest possible level, p. 4. 


Valuation, § 36 — Rate base — Measures of value — Original cost. 
2. The Commission, in determining a rate base, should not restrict its con- 
sideration to the use of the original cost depreciated theory as the one and 
only measure of utility property valuation, that probably being the lowest 
valuation that could be considered, p. 4. 


Valuation, § 27 — Rate base — Measures of value — Statutory requirements. 
3. The Indiana statute does not contemplate that the Commission shall limit 
its consideration to the use of either reproduction cost or original cost 
theories of valuation as its yardstick in determining the value of utility 
property; the act contemplates that the Commission will not be bound by 
any one theory of valuation, p. 4. 


Expenses, § 9 — Estimates for future — Taxes. 
4. The Commission, in establishing utility rates, is bound not only to look 
at and consider present conditions, but it must also look into the reasonably 
foreseeable future, and it cannot ignore the fact that in all probability pro- 
posed increases in Federal, state, and local taxes during the coming year will 
more than offset an increase in net revenue, p. 5. 


Valuation, § 21 — Rate base — Return — Gas distributing companies. 
Discussion, by the Indiana Commission, of the difference between operations 
[1] x 1 77 PURNS 
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of interstate natural gas pipe-line companies and operations of distributing 
utility companies as bearing on the question of return and value for rate 


making, p. 4. 


APPEARANCES: For petitioner, 
Howell Ellis, Attorney, Indianapolis ; 
for the public, Glenn R. Slenker, Pub- 
lic Counselor; for intervenors, Albert 
Meranda, Attorney, Jeffersonville, for 
city of Jeffersonville and town of 
Clarksville; Paul J. Tegart, Attorney, 
New Albany, for city of New Albany; 
Ivan D. Pogue, Attorney, Franklin, 
for city of Franklin; E. A. Yergin, 
Attorney, New Castle, for city of New 
Castle; David C. Yeoman, Attorney, 
Greensburg, for city of Greensburg; 
Goodrich and Campbell, Indianapolis, 
by Claude Warren, for Chrysler Cor- 
poration; Paul J. DeVault and John 
A. Alexander, Indianapolis, for Alu- 
minum Company of America, Ross 
Gear & Tool Company, Fairfield 
Manufacturing Company, all of La- 
fayette; Earl H. Jarrard, Attorney, 
Greensburg; Rexall A. Boyd, Attor- 
ney, Greencastle; for Greencastle 
Chamber of Commerce; Francis N. 
Hamilton, Greencastle, for city of 
Greencastle; Charles Babcock, Attor- 
ney, Indianapolis, for Indiana Manu- 
facturers Association. 


By the Commission: On Novem- 
ber 10, 1948, the Indiana Gas and 
Water Company, Inc., filed with this 
Commission its verified petition, dock- 
eted as Cause No. 21042, wherein it 
prayed that the Commission (1) ap- 
prove and authorize the filing by peti- 
tioner with the Commission of a new 
schedule of rates, rules, and regula- 
tions applicable to natural gas and 
mixed natural gas service throughout 
its system and (2) make such other 
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and further orders in the premises as 
it may deem necessary or proper. 


- [Eprror’s Note.—The Commission, 
after stating the purpose of the pro- 
ceeding, reviewed the matters leading up 
to its decision, noting that proper notices 
had been published, various parties had 
intervened, hearings had been held, ex- 
hibits introduced, motions made, and 
briefs filed. ] 


It is the contention of joint inter- 
venors, Aluminum Company of Amer- 
ca, Ross Gear and Tool Company, 
and the Fairfield Manufacturing Com- 
pany, the only intervenors offering any 
evidence in this proceeding, (1) that 
petitioner’s revenues are now adequate 
and no change in rates is necessary; 
(2) that if additional revenues are nec- 
essary, any increase in rates should be 
spread on a straight-line percentage 
basis over all classes of consumers; 
(3) that the valuation of petitioner’s 
property should be calculated on the 
original cost depreciated basis and no 
consideration should be given to a re- 
production cost new basis; (4) that 
the undesirable load factor on peti- 
tioner’s system has been brought about 
solely by the increase in the use of 
gas for space-heating purposes and 
through no increase in the demands on 
the part of industrial customers for gas 
for industrial purposes. In support of 
the position they take on valuation and 
rate of return they cite a number of 
United States Supreme Court deci- 
sions and decisions of the Federal 
Power Commission in interstate nat- 
ural gas pipe-line cases. 

While intervenors, Ross Gear and 
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Tool Company, Fairfield Manufactur- 
ing Company, and Aluminum Com- 
pany of America, contend that indus- 
trial use of gas for industrial purposes 
has not contributed to the unbalancing 
of petitioner’s load factor, the evidence 
submitted by these intervenors (inter- 
venor’s Exhibits Nos. 1, 2, 3, and 4) 
show that during the last eight years 
their demands upon petitioner for in- 
dustrial gas has varied 75 per cent, 
106 per cent, and 136 per cent, respec- 
tively. 

The evidence further shows that 
during the past three years the real 
and personal property tax rates in the 
communities wherein petitioner ren- 
ders service have increased 41.35 per 
cent and its total real and personal 
have increased from $180,315 in 1945 
to $388,443 in 1948, an increase in 
tax total dollar liability of 87.7 per 
cent. 

The evidence further shows that 
during this same period of time, peti- 
tioner’s labor costs have increased 
45.25 per cent, and material and sup- 
ply costs, 51.96 per cent. 

The evidence further shows that the 
rates proposed by petitioner (petition- 
er’s Exhibit A) will increase the an- 
nual cost of gas service to intervenor 
Fairfield Manufacturing Company 8 
per cent, intervenor Aluminum Com- 
pany of America 7.1 per cent and in- 
tervenor Ross Gear and Tool Com- 
pany 4.5 per cent, an estimated in- 
crease in annual costs of industrial 
gas of $4,449, $9,934, and $1,020, re- 
spectively; that the average increase 
in cost resulting from the proposed 
tates for gas for space-heating pur- 
poses will be approximately 12 per 
cent under said proposed rate schedule. 


The only evidence offered on valua- 


tion and working capital requirements 
was the evidence submitted by the pub- 
lic counsellor and the petitioner (pub- 
lic’s Exhibit No. 1, petitioner’s Exhibit 
No. 2, page 34, and petitioner’s Ex- 
hibit No. 6). This evidence, which 
was uncontradicted, shows the original 
cost of petitioner’s property actually 
used and useful in the rendering of 
service to the public, to be $11,976,- 
277 ; original cost plus working capital 
$12,667,210; original cost, depreciat- 
ed, $10,549,072; original cost, de- 
preciated, plus working capital, $11,- 
240,005; reproduction cost at prices 
prevailing as of July 1, 1948, $25,- 
277,397 ; reproduction cost at current 
prices, plus working capital, $25,968,- 
330; reproduction cost at current 
prices, less depreciation, $19,271,678; 
and reproduction cost at current prices, 
less depreciation, plus working capital, 
$19,962,611. 

The evidence shows that the rates 
proposed by petitioner will result in an 
increase in net operating income to 
petitioner of approximately $72,000 
annually. 

The evidence shows that the pro- 
posed change in the rates, rules, and 
regulations will not affect any of peti- 
tioner’s domestic consumers using the 
average amount of gas used by con- 
sumers of this class. A small percent- 
age of domestic consumers who use an 
abnormally large volume of gas per 
month will be affected by an increase 
of a few cents per month. Those cus- 
tomers primarily affected by the pro- 
posed changes will be space-heating, 
commercial and industrial customers. 

The evidence shows that the un- 
precedented and continually increasing 
demand for gas for space-heating and 
industrial purposes has made it neces- 
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sary for petitioner to make substantial 
investments in additional facilities to 
meet its peak load responsibility and 
to maintain itself in a position to ren- 
der continuous and adequate service 
to all its customers. None of the in- 
creases in additional facilities would 
have been necessary to meet petition- 
er’s domestic and ordinary commer- 
cial consumer requirements. 

There can be no doubt that this 
large increase in the demand for gas 
for space-heating and industrial pur- 
poses is directly attributable to the 
cheapness of natural and mixed nat- 
ural gas as compared with the cost of 
other competitive fuels such as coal, 
coke, and oil, and this Commission 
can reasonably anticipate that so long 
as this differential exists the demands 
for gas for space-heating and indus- 
trial purposes will continue to increase 
which will require further investment 
by petitioner in its facilities to main- 
tain adequate and dependable service 
in the future. The cost of gas for use 
for space-heating and industrial pur- 
poses must necessarily be considered 
as competitive with the cost of coal, 
coke, and oil. 

The evidence shows that while there 
have been recent adjustments made by 
petitioner with the approval of this 
Commission in its general rate struc- 
ture, there has been little, if any, in- 
crease in net revenue available to peti- 
tioner as a result of such changes in its 
rate structure, the changes having 
been made primarily to bring about a 
better distribution of the charge for 
gas service among the several classes 
of users. Operating cost have con- 
tinued upward since 1945, while rev- 
enues from the sale of natural and 
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mixed natural gas have not increased 
proportionately. 

[1-3] Intervenors contend that this 
Commission, in fixing utility valua- 
tions, should not consider the reproduc- 
tion cost new theory as a yardstick 
to be used in making its finding; on 
the other hand, they contend that the 
only yardstick the Commission can 
use in determining utility valuation is 
that of original cost depreciated. The 
Commission is in agreement with in- 
tervenors that to use the reproduction 
cost new theory, which at best is high- 
ly speculative, would not be a sound 
rule to use in establishing valuation, 
particularly in view of the fact that 
the use of such a theory would estab- 
lish valuation at the highest possible 
level. On the other hand, it would be 


just as false for this Commission to 
restrict its consideration to the use 
of the original cost depreciated theory 


as the one and only measure of utility 
property valuation, that, probably, be- 
ing the lowest valuation that could be 
considered. 

The Indiana Utility Act does not 
contemplate that this Commission 
shall limit its consideration to the use 
of either one of these theories of valua- 
tion as its yardstick in determining 
the value of utility property. On the 
contrary, the act certainly contem- 
plates that the Commission will not be 
bound by any one theory of valuation. 
The act provides: ‘The Commission 
shall value all property of every pub- 
lic utility actually used and useful for 
the convenience of the public at its 
fair value, giving such consideration as 
it deems appropriate in each case to 
all bases of valuation which may be 
presented or which the Commission 1s 
authorized to consider.” Said act fur- 
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ther provides: “As an element in de- 
termining value the Commission may 
also take into account reproduction 
costs at current prices, less deprecia- 
tion.” 

Intervenors have cited in their brief 
in support of the position they take 
on valuation and rate of return, deci- 
sions of the United States Supreme 
Court and of the Federal Power Com- 
mission involving interstate natural 
gas pipe-line rate cases. 

The character of operations of 
interstate natural gas pipe-line com- 
panies and the operations of dis- 
tributing utility companies are entirely 
different and are not comparable in 
any respect. Interstate pipe-line com- 
panies sell their commodity at whole- 
sale, generally, to distributing utility 
companies under privately negotiated 
contracts containing maximum al- 
lowable clauses, and the control of 
the volume of gas taken by their 
customers is constantly within the con- 
trol of the supplying companies, while 
distributing utility companies sell their 
commodity to ultimate consumers, and 
the control of the amount taken by the 
consumers, in most instances, is solely 
within the control of the consumers. 

Another very important distinction 
between the operation of a pipe-line 
company and a distributing utility 
company is the fact that pipe-line com- 
panies have been and now are, and in 
80 far as can be seen in the reasonably 
foreseeable future, operating at ap- 
proximately 90 per cent load factors. 
This is brought about primarily by 
their ability, during off-peak periods, 
to sell their commodity to many dis- 
tributing companies for storage in un- 
derground storage areas. 

Another distinct difference is the 


responsibility and obligation of an in- 
terstate natural gas pipe-line company 
to enlarge its facilities under the Nat- 
ural Gas Act to supply gas to contract- 
ing distributing companies and the re- 
sponsibility of a distributing utility 
company under the Indiana Utility 
Act to enlarge its facilities to meet the 
growing requirements of the areas in 
which it renders service to ultimate 
consumers. 


[4] In establishing utility rates, the 
Commission is bound not only to look 
at and consider present conditions, 
but aiso it must look into the reason- 
ably foreseeable future. While the pro- 
posed rates, if authorized by this Com- 
mission, will give petitioner an in- 
crease in net income of approximately 
$72,000 during 1949, it is reasonable 
to anticipate, and this Commission can- 
not ignore the fact, that in all probabil- 
ity proposed increases in Federal, 
state, and local taxes during the year 
1949 will more than offset this increase 
in net revenue. 

The Commission finds from the evi- 
dence that petitioner is a corporation 
organized on July 16, 1945, and exist- 
ing under the laws of the state of In- 
diana ; that it has its principal office in 
the city of Indianapolis, Indiana; that 
it has corporate powers, among others, 
to own and operate water and gas 
utility properties within the state of 
Indiana and is engaged principally in 
the business of rendering water and 
gas utility service; that it is a public 
utility within the meaning of the Pub- 
lic Service Commission Act as amend- 
ed and is subject to the jurisdiction 
of this Commission in the manner and 
to the extent provided by the laws of 
the state of Indiana; that it has been 
rendering said water and gas utility 
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service since on or about September 
17, 1945; that for many years prior 
to said date such services were fur- 
nished by predecessors of petitioner. 

The Commission further finds from 
the evidence that among other utility 
services rendered by petitioner is that 
of supplying natural or mixed natural 
gas utility service in and adjacent to 
the following cities, towns, and unin- 
corporated communities, namely: 
[List omitted] ; and in rural or unin- 
corporated territory in and about cer- 
tain of said cities and towns in the fol- 
lowing counties in the state of Indiana, 
namely: [List omitted]. In render- 


ing said gas utility service petitioner 
operates under indeterminate permits 
which were issued by the state of In- 
diana to petitioner or predecessors of 
petitioner; that the physical property 
owned and operated by petitioner and 
devoted by it to the supplying of gas 


utility service consists of lands, wells, 
buildings, pumps, inter-municipal and 
distribution mains, service lines, 
meters, materials and supplies, and 
other appurtenant facilities for supply- 
ing and distributing natural and mixed 
natural gas for domestic, commercial, 
and industrial use; that natural gas 
was first introduced by petitioner into 
its system by its predecessors in 1936- 
1937 ; that there has been substantially 
no change in the cost of said gas to 
the ultimate consumers from the time 
of its introduction to the present time. 
During this period, because of the in- 
creased cost of competitive fuels which 
now exceeds that of natural gas or 
mixed natural gas, the demand for gas 


for space-heating and industrial pur- 
poses has grown to such an extent 
that it has been necessary for peti- 
tioner to make substantial investments 
in additional facilities to meet its peak 
load responsibility and maintain itself 
in a position to render continuous and 
adequate service to its domestic, in- 
dustrial, and commercial consumers; 
that this large increase in demand for 
gas throughout petitioner’s system has 
brought about an undesirable load 
factor which petitioner is powerless to 
correct at this time because of existing 
restrictive orders of this Commission 
and of the Federal Power Commission 
preventing petitioner from taking on 
additional loads. That while peti- 
tioner is limited in the maximum 
amount of gas which it can purchase 
for resale, there is no compensating 
limit on the increase in its operating 
costs and taxes. 

The Commission, having considered 
the evidence, finds from the evidence 
that the fair value of petitioner’s prop- 
erty actually used and useful for the 
convenience of the public in rendering 
natural and mixed natural gas service 
is $15,600,000. 

The Commission finds that the pro- 
posed rates set out in petitioner’s Ex- 
hibit A and each of them are reason- 
able and just charges to the public for 
the service to be rendered; that the 
proposed rules and regulations are rea- 
sonable and just and that petitioner 
should be authorized to place said 
rates, rules and regulations and each 
of them in effect and it will be so 
ordered. 
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Re Southern Bell Telephone & Telegraph 
Company 


File No. 19315, Docket No. 8970-A 
January 10, 1949 


ULE NISI issued against telephone company to show cause 
R why Commission should not prescribe just and reasonable 
rates ona permanent basis; rates established by company follow- 
ing court litigation held to be excessive and new rate schedules 
prescribed. For earlier Commission decision, see (1948) 75 
PUR NS 221, and for court decision, see (1948) — Ga —, 

75 PUR NS 471, 49 SE2d 38. 


Return, § 11 — Basis — Invested capital — Capital held by parent company. 
1. A telephone company should have a fair and proper return on the entire 
invested capital, but such return should not include a return on capital which 
is allegedly being held by a parent company for the use of the company but 
which has not been advanced to it and is not represented by any of the out- 
standing securities of the company, p. 9. 


Return, § 111 — Telephone company. 


2. Increased telephone rates which would produce a return of approximately 
5.65 per cent on net average investment, after giving effect to taxes and 
other items, appeared adequate and reasonable, p. 9. 


(McDona _p, C., dissents.) 


APPEARANCES: For the company, 
General E. W. Smith, General Coun- 
sel, James A. Branch, John A. Boy- 
kin, Jr., E. D. Smith, Jr.; for the 
Commission, N. Knowles Davis, 
Chief Engineer, R. B. Alford, Service 
Engineer, H. H. Cabaniss, Auditor. 


By the Commission: This case is 
the third of a series of telephone rate 
cases before the Commission dealing 
with Southern Bell Telephone & Tele- 
graph Company. That company filed 
its first application requesting author- 
ity to increase rates in Georgia for 
exchange and toll telephone service on 


November 1, 1946, which application 
was assigned Docket No. 8343-A. 
After conclusion of hearings thereon 
and subsequent to a strike of the com- 
pany’s employees in the spring of 
1947, the company filed an amended 
application on August 28, 1947, sub- 
stantially increasing the additional 
gross revenue requested because of in- 
creased wages resulting from the 
strike. Hearing of this application 
under Docket No. 8700—-A commenced 
on October 1, 1947, being concluded 
on December 4, 1947, after a recess 
requested by the Commission’s staff 
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to study the evidence submitted, to 
prepare for cross-examination of com- 
pany witnesses and to develop direct 
testimony. 

On January 23, 1948, 75 PUR NS 
221, the Commission issued an order 
authorizing certain increases in ex- 
change telephone rates which would 
produce approximately $1,600,000 
additional annual gross revenue. Sub- 
sequent thereto the company appealed 
to the superior court of Fulton county 
and after considerable litigation the 
court on August 6, 1948, authorized 
the collection of increased rates under 
bond in excess of those prescribed by 
the Commission. On August 24, 


1948, the -superior court of Fulton 
county issued its final decree in the 
matter which made permanent the in- 
junction granted on August 6th and 
authorized the establishment of the ex- 
change service rates put into effect 


under bond under the August 6th or- 
der of the court. In addition, the court 
order of August 24th authorized an 
additional increase in toll rates, and, 
in effect, granted the entire request of 
the company to the court for increased 
revenues in the total amount of ap- 
proximately $3,700,000 per annum or 
some $2,100,000 in excess of the prior 
authorization of the Commission. 

On April 16, 1948, which was sub- 
sequent to the appeal filed by the com- 
pany in the superior court of Fulton 
county, the Commission, under Docket 
No. 8970-A, issued a Rule Nisi 
against the company citing it to show 
cause on May 10, 1948, why the Com- 
mission should not prescribe just and 
reasonable rates for telephone service 
in Georgia on a permanent basis (in 
lieu of the then present interim rates) 
and hearings under this Rule Nisi 
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were held, being concluded on June 7, 
1948. Prior to the issuance of an or- 
der in that case, a decision was handed 
down by the supreme court of Georgia 
on July 15, 1948, — Ga —, 75 PUR 
NS 471, 49 SE2d 38, on appeal from 
the case before the Fulton superior 
court, which decision was the basis 
for Fulton superior court later grant- 
ing the increased rates on August 6, 
and 28, 1948, referred to above. 

The supreme court decision, there- 
fore, caused to be put into effect sub- 
stantially higher rates than previously 
authorized by the Commission and for 
this reason the Commission did not 
take immediate action, but chose to 
review the effect of the higher rates 
authorized by court order reaching 
a conclusion in the matter. Further- 
more, the final decree of the Fuiton 
superior court issued on August 24, 
1948, adopted the findings of the 
auditor appointed by the court, which 
findings were based on evidence pre- 
sented to the auditor which was the 
same as the evidence presented to the 
Commission in its hearings beginning 
on May 10th, and being concluded on 
June 7, 1948. It appeared to the Com- 
mission, therefore, that the rates so 
authorized by the court were based on 
the same evidence and testimony as 
had been presented to the Commission 
and since the company had been grant- 
ed its request in its entirety, the Com- 
mission did not feel called upon to 
grant rates higher than originally re- 
quested of the court, authorized by 
the court, and based on the same evi- 
dence as was presented to the Commis- 
sion. 

However, on December 6, 1948, the 
Commission issued an amendment to 
the Rule Nisi originally issued on 
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April 16, 1948, under Docket No. 
8970-A. This amendment required 
the company to show cause why the 
then present rates and charges for ex- 
change and toll service in Georgia put 
into effect by the judgment and decree 
of the superior court of Fulton county 
were not adequate, sufficient, and rea- 
sonable. Hearing under this amend- 
ment to the Rule Nisi began on De- 
cember 17, 1948, and was concluded 
on December 30, 1948. 


During the process of the hearing 
of this case, or on December 22, 1948, 
the superior court of Fulton county 
amended its previous final decree is- 
sued on August 24, 1948, by removing 
a condition contained therein, which 
action Southern Bell Telephone & 
Telegraph Company construed as au- 
thorization to establish its own rates 
without specific authority from this 
Commission or from the court for the 
particular rates they chose to establish. 
On the afternoon of December 22, 
1948, the company filed substantially 
increased rates with the Commission 
advising that the rates were being 
made effective at 12:01 a. m. on De- 
cember 23, 1948. It would appear 
that the rates so filed would produce 
increased annual revenue of $3,055,- 
600 per annum over and above the full 
$3,700,000 per annum revenue in- 
crease requested and previously au- 
thorized by the court. It is the opin- 
ion of the Commission that the rates 
put into effect by the Southern Bell 
Telephone & Telegraph Company at 
12:01 a. Mm. on December 23, 1948, 
are excessive and unreasonable and 
that a lower schedule of rates will pro- 
vide the company with sufficient rev- 
enue to meet current operating ex- 
penses, pay interest on debenture in- 


debtedness, and provide a reasonable 
return on equity capital invested in the 
company. It is further the opinion 
of the Commission that Southern Bell 
Telephone & Telegraph Company 
should refund to its subscribers the 
difference between the rates collected 
subsequent to 12:01 a. mM. on De- 
cember 23, 1948, and those rates in 
effect immediately prior thereto for 
the period between 12:01 a. m. De- 
cember 23, 1948, and the effective date 
of the rates prescribed herein. 

[1, 2] The Commission’s chief en- 
gineer introduced exhibits during the 
hearings in the month of December 
which were designed to show what in- 
crease in rates would be required over 
those in effect prior to December 23, 
1948, in order to provide a reasonable 
return on the equity capital of the com- 
pany, including earned surplus. It 
was shown that the company had 
earned an average return of 7.04 per 
cent on its equity capital over the 20- 
year period, 1926 to 1945 inclusive, 
and that a return of this level on equity 
capital would produce an over-all re- 
turn on the total invested capital of the 
company of 54 per cent. The evidence 
showed further that a return of 54 per 
cent on invested capital would rep- 
resent an annual return of approxi- 
mately 5.19 per cent on original cost 
of telephone plant and equipment, less 
the accrued depreciation reserve. This 
calculation was made by excluding 
from the invested capital of the com- 
pany funds held for the use of the 
company by the American Telephone 
& Telegraph Company which had not 
been advanced to the Southern Bell 
Company for expenditures. (It is the 
opinion of the Commission that a fair 
and proper return should be provided 
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on the entire invested capital of the 
company but that such return should 
not include a return on capital which 
is allegedly being held for the use of 
the company, but which has not been 
advanced to it and is not represented 
by any of the outstanding securities of 
the company.) It appears, therefore, 
that the calculated required return as 
put into evidence by the Commission’s 
engineer for the year ending Septem- 
ber 30, 1948, is fair and proper, and no 
additional return need be provided for 
capital not invested. 

Mr. R. B. Stubbs, a witness for the 
company, testified at some length with 
respect to the effect of increased con- 
struction costs and resulting increased 
average investment per telephone re- 
sulting from the higher cost of pro- 
viding telephone service to new sub- 
scribers. He alleged that construction 
costs were at a very high level and far 
above the average cost of construction 
of the company’s entire property, and 
testified that it appeared that the ef- 
fect of the new construction at current 
high costs and at the current rate of 
construction expenditures resulting in 
an annual decrease in the rate of re- 
turn of approximately 4 per cent per 
annum. (This does not appear entire- 
ly illogical and would seem to indicate 
that a slightly higher rate of return 
should be prescribed for the future 
than that indicated necessary for a 
past 12-month period.) The company 
further testified that it still has some 
40,000 held orders in Georgia and 
that its construction program in the 
year 1949 will be approximately as 
great as for the year 1948. It would 
appear that there is no immediate relief 
in sight for the pressure of higher con- 
struction costs which must be met to 
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provide service to waiting applicants, 
However, the $ per cent differential in 
rate of return testified by Mr. Stubbs 
is based on an alleged 6% per cent re- 
turn rate required. If the calculation 
is applied to a lower rate of return the 
differential would be less. 

The rates prescribed in this order 
will provide approximately $1,483,000 
of increased gross revenue above the 
level from the rates in effect prior to 
December 23, 1948, and after giving 
effect to taxes and other items, will 
produce a return of approximately 
5.65 per cent on net average invest- 
ment which appears adequate and rea- 
sonable. It should be pointed out, 
however, that this increase is less than 
that resulting from the rates put into 
effect at 12:01 a. m. on December 23, 
1948, and when applied to the rates 
now in effect, actually represents a re- 
duction therefrom of approximately 
$1,572,600 per annum. Wherefore, 
it is 

Ordered, that the schedule of rates J 
and charges set forth in the Appendix 
[Appendix omitted] attached hereto 
and made a part hereof shall be the 
maximum rates for each of the classes 
of service or equipment specified, and 
that the rates for exchange telephone 
service for each of the groups of ex- 
changes listed in the Appendix shall 
be the maximum rates for exchange 
service for each of the exchanges in 
each such group. 

Ordered further, that the schedule of 
toll rates now in effect shall be the 
maximum rates for intrastate toll serv- 
ice within the state of Georgia. 

Ordered further, that the rates pre- 
scribed herein shall be made effective 
at 12:01 a. M. on January 12, 1949. 


Ordered further, that Southern Bell 





icants, 
tial in 
Stubbs 
nt re- 
lation 
rn the 


order 
33,000 
ve the 
‘ior to 
giving 
3, will 
nately 
nvest- 
id rea- 
d out, 
s than 
it into 
er 23, 
: rates 
S a re- 
mately 
refore, 


f rates § 


pendix 
hereto 
be the 
classes 
d, and 
ephone 
of ex- 
< shall 
change 
ges in 


dule of 
be the 
ll serv- 


es pre- 
fective 
1949. 


rn Bell 


RE SOUTHERN BELL TELEPH. & TELEG. CO. 


Telephone and Telegraph Company 
shall file amended general exchange 
and local exchange tariff sheets in con- 
formity with the provisions of this 
order. 


McDona_LD, Chairman, dissenting: 
Although the action of the majority 
reduces by $1,500,000 the rates which 
Southern Bell Telephone and Tele- 
graph Company arbitrarily and with- 
out authority put into effect on De- 
cember 23, 1948, I am compelled to 
dissent for I believe that the record 
before the Commission, and every con- 
sideration of equity, demands a reduc- 
tion of more than $2,000,000. I con- 
sider the action of my colleagues to be, 
under the circumstances, quite liberal 
treatment of this wholly owned sub- 
sidiary of American Telephone and 
Telegraph Company, the world’s most 
powerful and prosperous utility. Es- 
pecially do I feel that the telephone 
company should not be rewarded for 
the utter failure to meet its obligation 
to provide telephone service for would- 
be subscribers, and its unconscionable 
action in totally ignoring its responsi- 
bility to provide service to the rural 
areas of Georgia. 

This company has on hand 43,000 
applications for telephones within the 
base rate areas where it now holds it- 
self out to serve, and this does not 
take into consideration whatsoever the 
thousands of rural residents for whom 
no effort has been made to provide 
service, and whose applications will 
not even be accepted by Southern 
Bell. 

The rate increases authorized in 
this order amount to about one-half 
those which the company is attempt- 
ing to collect, but in my opinion they 
are at least double the sum necessary 


to comply with the decision of the 
supreme court. The testimony of our 
own staff shows that additional rev- 
enue of less than a millon dollars would 
provide the company with a 5.5 per 
cent return on its invested capital, and 
provide earnings of $10.92 per share 
of AT&T stock, based on the 12- 
months’ period ending September 30, 
1948, even after allowing every item 
of operating expense claimed by the 
company, and it must be remembered 
that the court decision left unfettered 
the right of the Commission to disal- 
low almost a quarter millon dollars of 
these claimed expenses. 

When I say that the Commission 
has been overgenerous in this order, 
I emphasize that we are not here deal- 
ing with a local company whose own- 
ers are totally dependent upon the re- 
turn realized from rates paid by 
Georgia subscribers. It must be re- 
membered that we are here fixing 
rates for a world-wide monoply which 
has six different and distinct methods 
of exacting tribute from Georgia tele- 
phone users. AT&T collects from the 
Georgia operations of Southern Bell 
in the following ways: 

(1) All dividends 
Georgia operations. 

(2) One per cent of all revenues 
collected in Georgia under the so- 
called license contract. 

(3) Rentals at 214 per cent of total 
cost of AT&T facilities used by South- 
ern Bell in Georgia. 

(4) Interest paid on short term 
loans made by AT&T. 

(5) Dividends on Western Electric 
Company earnings derived from sale 
of telephone equipment used by South- 
ern Bell in Georgia. 

(6) Revenue earned from long dis- 
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tance calls originating or terminating 
in Georgia. 

The toll rates authorized in this or- 
der increase the burden on intrastate 
users as compared to interstate users, 
and it is definitely my feeling that the 
Commission must move to end this dis- 
crimination which cannot be justified 
under any circumstances. 

The reports which the Commission 


is now receiving from the telephone 
company indicate that the downward 
trend in operating expenses per station 
which we predicted in our order of 
January 23, 1948, 75 PUR NS 221, 
is beginning to take place and I firmly 
believe that rates considerably lower 
than those approved herein would have 
been entirely sufficient. 
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Illinois Commerce Commission 


Vv 


Mississippi River Fuel Corporation 


No. 36128 
January 14, 1949 


C 


ITATION to show cause why interstate natural gas company 
should not file rate schedules and reports with state Com- 


mission as a public utility; citation dissolved and proceedings 
terminated. 


Public utilities, § 105 — Status of gas pipe-line company — Direct sales within 


state. 


An interstate natural gas pipe-line company, not authorized by its articles 
of incorporation to engage in retail distribution and sale of gas as a public 
utility and not authorized to do business within the state as a public utility, 
but selling gas directly to a limited number of industrial customers within 
the state and also to two public utilities for resale, was held not to be a public 
utility since this service did not have the quality of a public utility operation 
within the meaning of the state public utilities statute, where these sales 
were originally begun prior to passage of the Federal Natural Gas Act, 
under private purchase and sale contracts, little change had been made in 
the list of original customers, and there was no contemplation of a general 


development of gas business. 


Interstate commerce, § 23 — What constitutes — Natural gas transportation. 
Discussion of the interstate character of natural gas transportation from 
other states and the sale of such gas in bulk to utility companies and directly 
to industries within a state, p. 13. 


12 
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Interstate commerce, § 34.1 — Scope of Natural Gas Act — Local sales. 
Discussion of the scope of the Natural Gas Act and the regulatory control 
of the Federal Power Commission with respect to local sales of interstate 
gas to utility companies for resale and directly to industries, p. 13. 


By the Commission: In this case 
the Commission issued its citation 
against the Mississippi River Fuel 
Corporation to show cause why it 
should not file reports and rate sched- 
ules with this Commission and other- 
wise conduct itself as an Illinois pub- 
lic utility. There is no controversy 
with respect to the facts in the case 
and these facts are set out more fully 
in the findings of this order. 

By way of clarity, however, it may 
be stated at this point that the Mis- 
sissippi River Fuel Corporation (here- 
inafter for convenience referred to as 
the “company”’) operates a pipe-line 
system by means of which natural gas 
is transported from fields in Louisiana 
and Texas principally to markets in 
Missouri and Illinois. In Illinois the 
gas is used by consumers largely in the 
East St. Louis and Alton areas. In 
these areas there are about 25 whole- 
sale customers, each of which is a 
rather sizable industry, which pur- 
chase natural gas directly from the 
company. The company also sells gas 
in bulk to two Illinois public utilities, 
namely, the Union Electric Power 
Company and the Illinois Power Com- 
pany for distribution and resale to the 
public by those latter companies. 

As to the operation of transporting 
the gas from Louisiana and Texas and 
the bulk deliveries made to two Illinois 
utility companies there appears to be 
no question that this is an interstate 
operation within the control of the 
Federal Power Commission. The 
operation of selling gas directly to the 


25 industries is, however, a matter 
which, under the Natural Gas Act, is 
not subject to regulation by the Fed- 
eral Power Commission. It appears 
to be a transaction which, under the 
opinion in the case of Panhandle East- 
ern Pipe Line Co. v. Indiana Pub. 
Service Commission (1947) 332 US 
507, 92 L ed 128, 71 PUR NS 97, 68 
S Ct 190, is an operation in interstate 
commerce but is, nevertheless, a mat- 
ter as to which the state may exercise 
regulation in the event Federal author- 
ity has not occupied the field. 

It was in fact the language of the 
case above mentioned which impelled 
the Commission to issue the citation, 
this for the purpose of ascertaining 
what the facts are in the particular 
situation and asserting its jurisdiction 
if that jurisdiction is present. 

A hearing was held before duly 
qualified examiners of the Commis- 
sion, and pursuant to due notice, on 
July 21, 1948. The case has been 
argued at length before this Commis- 
sion and a brief filed by the company. 
The company appears to concede that 
the state of Illinois has the right to 
regulate the so-called direct sales but 
it contends that the grant of powers 
to the Commission under the Public 
Utilities Act does not include the pow- 
er to deal with the particular situation 
here presented. 

In other words the matter at issue 
resolves itself to this question; con- 
ceding that the operations are such 
that they may be regulated by a state, 
has the state of Illinois in fact made a 
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grant of power to this Commission 
that covers these particular opera- 
tions? 

On the facts the Commission will 
find, in effect, that these direct sales 
were negotiated about nineteen years 
age, before the passage of the Natural 
Gas Act and were not in connection 
with any operations which were then 
regarded as of a public utility nature 
or subject to regulation of either a 
state or Federal Commission. 

The contemplation of both buyer 
and seller of gas, when those original 
transactions were made, was bona fide 
that of a private sale of a commodity. 
The sales thus made, many years ago, 
represent practically the list of present 
customers, such changes in the list as 
have been made being in the nature 
of normal developments in the partic- 
ular fields and not an expansion of the 
gas business of the company. In other 
words the company is, in effect, carry- 
ing on today substantially the same 
business with substantially the same 
customers to whom it undertook to 
sell supplies of gas nineteen years ago. 
The sales were not made pursuant to 
any grants of certificates of conven- 
ience and necessity, grants of the pow- 
er of eminent domain, nor in contem- 
plation of general development of gas 
business. 

The Commission is of the opinion 
that it has general jurisdiction over 
the sales of gas, either by pipe-line 
companies or local distributing com- 
panies, to the public in this state. 
Nevertheless these particular sales, 
by reason of the manner of their origi- 
nal negotiation, their subsequent his- 
tory, and the circumstances under 
which they were negotiated, are con- 
sidered and found not to be a service 
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to the public within the meaning of 
§ 10 of the Commerce Commission 
Act. The Commission expresses no 
opinion as to what the situation might 
be should the company undertake to 
expand its direct sales or what the 
situation might be with respect to 
any other company where the cir- 
cumstances of the sales and their his- 
tory are different from that here 
present. 

It should be made very clear that 
the present opinion of the Commission 
in this case is not to be construed as 
condoning evasion of public regula- 
tion by the device of selling, under 
purported private contract, services 
which would normally be of a public 
utility character. For example an elec- 
tric utility may not evade regulation 
by merely making individual contracts 
with various industries or others, for 
the furnishing of electricity as a sup- 
posed private sale. Nor should this 
opinion be construed to indicate that 
this Commission deems that it lacks 
jurisdiction generally as to so-called 
direct sales by natural gas pipe-line 
companies. This opinion is founded 
upon the rather peculiar facts of this 
particular case, which include (1) an 
original establishment of the sales then 
intended bona fide to be nonpublic, 
prior to the passage of the Federal 
Natural Gas Act, (2) the absence of 
any certificate of convenience and ne- 
cessity or other grant by either state or 
Federal Commission, (3) a history 
of some nineteen years of sales confined 
substantially to the original purchasers 
of gas, and (4) the establishment and 
maintenance of those sales, for that 
long period within territory already 
served with gas by existing Illinois 
public utilities, and without objection 
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either by those utilities, the state Com- 
mission, or any public authority. 

This Commission is aware that the 
Public Service Commission of Mis- 
souri has considered the public utility 
status of this same company with re- 
spect to somewhat similar operations 
in that state, and has arrived at the 
conclusion that the operations are not 
subject to regulation by the Missouri 
Commission. While this is not conclu- 
sive as to the Illinois situation, the 
circumstances and laws not being nec- 
essarily the same, yet it properly may 
be mentioned in this explanatory state- 
ment. 

A number of points were argued 
which are not discussed in this order, 
it appearing unnecessary to do so, 
after the determination of the non- 
public character of particular sales to 
which the issues of this case relate. 

The Commission, having considered 
all of the evidence in this case, the 
brief and arguments herein, and being 
fully advised in the premises, is of the 
opinion and finds: 

(1) that the Mississippi River Fuel 
Corporation (hereinafter in these find- 
ings referred to as the company) is a 
corporation incorporated under the 
laws of the state of Delaware and is 
engaged, among other things, in the 
operation of a pipe-line system by 
which the company transports gas 
from certain gas fields in the states 
of Texas and Louisiana through the 
states of Arkansas and Missouri into 
the state of Illinois, the northerly ter- 
minus of the said line being at Alton, 
Illinois, and that the great bulk of the 
gas so transported is sold and used 
in the so-called St. Louis metropolitan 
area which includes areas in the state 
of Illinois; 


(2) that the articles of incorpora- 
tion of the company do not authorize 
the company to engage in the retail 
distribution and sale of gas in the 
state of Illinois as a public utility cor- 
poration ; 

(3) that the company is licensed to 
do business in the state of Illinois and 
that the said license recites that “said 
corporation does not propose to trans- 
port natural gas for others as a carrier 
for hire or sale of the gas except by 
private contract or to be a common 
purchaser of natural gas or a public 
utility corporation” ; 

(4) that in the state of Illinois the 
company sells gas directly to twenty- 
live industrial customers located in St. 
Clair and Madison counties and also 
sells gas in bulk to two Illinois public 
utilities, namely, the Union Electric 
Power Company and the Illinois Pow- 
er Company, for resale to the public 
by them; 

(5) that the said twenty-five direct 
industrial customers are located for 
the most part in territory generally 
served by the two said Illinois public 
utility companies ; 

(6) that the said pipe-line system 
of the company was constructed sub- 
stantially during the years 1929 and 
1930 and at that time the Federal Nat- 
ural Gas Act had not yet been enacted 
and the interstate operations in which 
the company then proceeded to en- 
gage were not subject to public utility 
regulation by either state or Federal 
authority, with the exception of the 
direct sales of gas, which however were 
not determined to be a proper subject 
of state regulation until a decision 
of the Supreme Court of the United 
States in the year 1947 so held; 

(7) that, at about the time of the 
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construction of the original pipe-line 
system, the company entered into a 
series of separate contracts with the 
various industrial customers now di- 
rectly served by the company, or their 
predecessors in interest, under which 
sales of natural gas were to be made 
to the said industries and that the sales 
of gas thus negotiated are substantial- 
ly, and with due allowance for the 
normal industrial development in the 
area and changes in management and 
operation of industries, the same sales 
which are being made at the present 
time ; 

(8) that at approximately the same 
time the company negotiated agree- 
ments with the predecessors of the 
present Union Electric Power Com- 
pany and Illinois Power Company, 
under which the company undertook 
to supply natural gas to the said pur- 
chasers for distribution and resale by 
them as a public utility operation and 
that in the said contracts specific pro- 
vision was made for the direct sales 
of gas by the company to the indus- 
tries, and to them only, with whom 
contracts had been made for direct 
sales and that the effect of the said 
contracts with the said two public 
utility companies was to provide for 
the furnishing of general gas service 
by the two said public utility companies 
to all of the public in the area here 
involved with the sole exception of the 
particular industries with which the 
company had already negotiated sepa- 
rate direct sale contracts; 

(9) that with respect to the said 
direct sale contracts it was the contem- 
plation of both buyer and seller that 
gas thereunder should be furnished as 
a specially negotiated sale of a com- 
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modity and not as a public utility op- 
eration ; 

(10) that no certificates of conven- 
ience and necessity or other authoriza- 
tions with respect to the original con- 
struction of the pipe-line system or 
with respect to the originally negotiat- 
ed direct sales of gas were granted to 
the company by the Illinois Commerce 
Commission nor, so far as this record 
shows, by any other state or Federal 
agency ; 

(11) that the said direct sales of 
gas have been carried on for approxi- 
mately nineteen years without objec- 
tion on the part of any state or Federal 
agency and, by inference at least, have 
been regarded for that period of time 
as in the nature of private purchase 
and sale contracts and not as a public 
utility operation ; 

(12) that the company has not sub- 
stantially expanded the said direct 
sales of gas except to the extent that 
the volume of gas so sold has in- 
creased by reason of the growth and 
development of the industries to which 
gas has been so furnished and the list 
of corporate purchasers has changed 
somewhat by reason of normal changes 
in ownership and development of busi- 
nesses, but for substantial and prac- 
tical purposes the company is now 
making the same sales of gas under 
substantially the same arrangements 
that were negotiated and entered in- 
to some nineteen years ago; 

(13) that during those nineteen 
years no objection has been made to 
said sales of gas by either of the public 
utilities operating in the same general 
territory nor have any of the indus- 
tries who so purchase gas made any 
representations to the Commission 
with respect thereto or in any way 
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invoked the regulatory authority of 
this Commission or represented that 
the said sales are of a public utility 
character ; 

(14) that nearly all of the indus- 
tries which so purchase gas from the 
company have made representations to 
this Commission in this proceeding, 
and in every case the said industry 
does not seek to have the Commission 
declare the said sales to be of a public 
utility character but, in effect, ac- 
quiesces in continuance of the present 
arrangements ; 

(15) that with respect to the direct 
sales of gas to the public in this state 
by pipe-line companies who are also 
engaged in the transportation and sale 
of gas as an interstate operation said 
direct sales are not presently within the 
control and jurisdiction of the Federal 
Power Commission but are a proper 
subject of control and jurisdiction by 
the state and that in the state of IIli- 
nois said control and jurisdiction is 
granted to, and is among the powers 
of, the Illinois Commerce Commission 
and that the Illinois Commerce Com- 
mission has and should assert the same 
control and jurisdiction with respect 
to said direct sales by pipe-line com- 
panies as it has with respect to sales 
of gas by other Illinois public utility 
corporations, and that the situation in 
respect thereto is not changed by rea- 
son of the incorporation of the seller 
in another state or by reason of provi- 
sions in its charter or license to do 
business in this state, and that the 
said control and jurisdiction may not 
be evaded by any device of supposedly 
private negotiated individual contracts 
of sale of gas, and there is and should 
be no gap or hiatus between the reg- 
ulatory powers of state and Federal 


[2] 


authorites with respect generally to 
sales of gas by such pipe-line com- 
panies ; 

(16) that in the particular case 
now before the Commission a special 
and unusual factor is introduced by 
reason of the matters hereinbefore set 
forth in these findings and in the evi- 
dence, and upon those particular facts, 
and those facts only, the Commission 
now finds that the sales of gas present- 
ly being made and which have been 
made for approximately nineteen years 
in the same territory and to substan- 
tially the same customers by the com- 
pany do not have the quality of a pub- 
lic utility operation but were original- 
ly intended bona fide to be, and still 
are, in the nature of private purchase 
and sale of gas, and do not represent 
a public use within the meaning of 
§ 10 of “An Act concerning public 
utilities,” as amended ; and 

(17) that the company is not and 
has not been at any time an Illinois 
public utility and that the citation 
herein should be dissolved and no fur- 
ther proceedings had in the present 
case. 

It is therefore ordered that the cita- 
tion heretofore issued in this proceed- 
ing on March 23, 1948, be, and it is 
hereby, dissolved and that proceedings 
in this case be terminated and no fur- 
ther proceedings had herein, provided 
however, that in taking this action the 
Commission expressly declares that 
said action, and its findings in this case, 
are predicated entirely upon the par- 
ticular situation presented by the sales 
of gas of the character and with the 
historical background stated in the 
findings in this order and as shown 
by the evidence, and the Commission 
makes no present determination as to 
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the public utility character of any par- 
ticular direct sales of gas made or to 
be made by a pipe-line company 
(whether by this company or any oth- 
er), otherwise than as hereinbefore 
stated, and further declares that this 
order and opinion is not intended to 
be, and should not be construed as, a 


disclaimer of general jurisdiction with 
respect to sales of gas in Illinois by 
interstate pipe-line companies directly 
to Illinois consumers. 

It is further ordered that all motions 
pending in this case are hereby deemed 
to be disposed of in a manner consist- 
ent with the findings and order herein. 





SECURITIES AND EXCHANGE COMMISSION 


Re Middle West Corporation et al. 


File No. 54-81, Release No. 8547 
October 1, 1948 


NVESTIGATION of reasonableness of fees and expenses incurred 
I in connection with plan filed under § 11 (e) of the Holding 
Company Act; certain fees allowed, others denied. 


Corporations, § 24 — Holding company reorganization — Fees and expenses. 
1. Compensation for fees and expenses in connection with reorganizations 
under § 11(e) of the Holding Company Act, 15 USCA § 79k(e), may be 
paid out of the estate only for such services as have contributed to the 
formulation of a plan finally adopted, or the defeat of a plan found to be 
unsatisfactory, or which have otherwise been beneficial to the estate, p. 20. 


Corporations, § 24 — Holding company reorganization — Fees and expenses. 
2. A person’s application for an allowance for services to stockholders of 
subsidiary holding companies being merged and reorganized under § 11(e) 
of the Holding Company Act, 15 USCA § 79k(e), was denied where that 
person was in the brokerage business and appeared in the proceedings on 
behalf of certain customers of the firm and others, since his position was 
that of one who sold securities as a phase of his employment and who sought, 
as an incidence of such employment, to protect those securities in reorgani- 
zation of the issuer as a part of the process of the retention of the good will 


of his employer’s customers, p. 23. 


By the Commission: The Com- 
mission, by order dated April 30, 
1946, approved a plan filed pursuant 
to the provisions of § 11 (e) of the 
Public Utility Holding Company Act 
of 1935, 15 USCA § 79k (e) 
(“Act”) relating to the merger and 
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reorganization of American Public 
Service Company (“‘American”) and 
Central and South West Utilities 
Company (“South West”), both reg- 
istered holding company subsidiaries 
of The Middle West Corporation 
(“Middle West’’), also a registered 
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RE MIDDLE WEST CORP. 


holding company, the surviving corpo- 
ration being known as Central and 
South West Corporation (“Cen- 
tral”), also a registered holding com- 
pany.” 

The Commission, in its order ap- 
proving the plan, reserved jurisdiction 
with respect to the reasonableness and 
appropriate allocation of all fees and 
expenses and other remunerations in- 
curred and to be incurred in connec- 
tion with the plan and the transactions 
incident thereto. Applications have 


To Be Paid by Central 
Counsel for Central 


Winthrop, Stimson, Putnam & Roberts § 
Richards, Layton & Finger 
Swiren, Heineman & Antonow 


Total Counsel for Central 


Common Stockholders’ Committee # 
McLaughlin & Stern, Counsel 
John D. Butt, Committeeman 
Lester J. Dickinson, Committeeman 
M. L. Sindeband, Financial Adviser 
Owen Ely, Financial Adviser 
Michael Pescatello, Financial Adviser 
Disbursements of Committee 


Total—Commiittee 
Other Counsel for Security Holders 
Benjamin Mahler 
Jesse J. Holland § 
Total other Counsel 
Total to be paid by Central ® 
Counsel Fees to Be Paid by Middle West 
Winthrop, Stimson, Putnam & Roberts ® 
Swiren, Heineman & Antonow 


Total to Be Paid by Middle West 


been filed requesting allowances of 
fees and expenses and setting forth 
the nature and extent of the services 
for which compensation was request- 
ed, and public hearings were held with 
respect to such applications. Subse- 
quent to the close of the hearings cer- 
tain of the parties claiming fees and 
expenses reduced the amounts origi- 
nally requested. 

The fees and expenses now request- 
ed are as follows :* 


Total 
$55,305.76 
2,515.62 


” 


Disbursement 
$5,305.76 
15.62 








$5,321.38 








374.15 


3,700.00 
$4,074.15 


























$154,295.99 


$25,000.00 
9,943.28 


$34,943.28 


$1,443.28 











1See Re The Middle West Corp. (1946) 
Holding Company Act Release No. 6606, 64 
PUR NS 321; Re The Middle West Corp. 
oe Company Act Release No. 7161, Jan. 

, 1947. 


21In addition to the applications listed in the 
table above, an application for an allowance 
was filed by Albert S. Turner, and for the rea- 
sons hereinafter set forth, this request has been 
disallowed. 


8The application of this firm originally re- 


quested an allowance of fees in the amount of 
$125,000, of which $11,000 was allocated to 
Middle West and the balance to Central, cov- 
ering services performed in connection with 
the § 11(b)(2) proceedings involving Central 
and Middle West and for services rendered in 
the § 11(e) proceedings. 

The Common Stockholders Committee 
originally requested fees and expenses as fol- 
lows: McLaughlin & Stern, Counsel, $175,000; 
John D. Butt, $7,500; and Lester J. Dickin- 


77 PURNS 








SECURITIES AND EXCHANGE COMMISSION 


Central and Middle West have in- 
dicated that they have no objection to 
the allocation and payment of certain 
of the fees and expenses. We turn 
now to consider whether the requests 
for allowances are reasonable, appro- 
priately allocated, and compensable 
out of the estate. 

[1] In determining the reasonable- 
ness of fees and expenses in § 11 (e) 
cases the Commission has held that 
compensation may be paid out of the 
estate only for such services as have 
contributed to the formulation of a 
plan finally adopted or the defeat of a 
plan found to be unsatisfactory, or 
which have otherwise been beneficial 
to the estate.” 

The plan was designed to effectuate 
compliance with the requirements of 
§ 11 (b) of the Act and with our or- 
der of June 4, 1942 issued thereunder, 
which directed the termination of the 
corporate existence of either South 
West or American and required that 
the capitalization of the surviving 
company be limited to a single class 
of stock, namely, common. stock.® 
Briefly, the plan provided for the mer- 
ger of American into Central, the lat- 
ter being recapitalized so as to have 
outstanding 6,600,000 shares of new 
common stock, and for the sale at com- 
petitive bidding of a sufficient amount 
of the new common stock to retire the 
preference stocks of American and 


South West at their call prices, sub- 
ject to the right of the holders of such 
preference stocks to elect to exchange 
their shares at the public offering price 
for the common stock of the new com- 
pany. It was further provided that 
the remainder of such common stock 
was to be issued in exchange for the 
common stocks of South West and 
American. Under this provision pub- 
lic holders of the outstanding common 
stock of South West and American 
received approximately 39 per cent of 
such remaining shares. In addition, 
the public common stockholders re- 
ceived, by way of settlement of all of 
the claims against Middle West, ap- 
proximately 285,000 shares of the 
common stock of the new company. 
For its holdings of preference and 
common stocks, Middle West received 
approximately 51 per cent of the new 
common stock of Central. 

Central and Middle West have filed 
applications for release of jurisdiction 
with respect to proposed payments of 
legal fees and expenses, as indicated 
in the table above, in the amount of 
$59,321.38 and $34,943.28, respec- 
tively. Winthrop, Stimson, Putnam 
& Roberts, who appeared as counsel 
for Central, originally filed a request 
for an allowance of fees in the amount 
of $125,000 covering services ren- 
dered by the firm in connection with 
these proceedings on the plan and for 





son, $5,000 plus $374.15 expenses, and ex- 
penses in the amount of $11,541.60 which in- 
cluded charges for the three financial advisers 
in the aggregate amount of $7,899. 

5 Holland originally requested an allowance 
of $5,000 and reimbursement for expenses 
amount to $600.46. 

©The Commission, by order dated Novem- 
ber 12, 1947, released jurisdiction as to ex- 
penses incurred with respect to solicitation of 
exchanges of stock. These expenses were as 


77 PUR NS 20 


follows: Lehman Bros., Managers, $10,714.58, 
and Isham, Lincoln & Beale, Attorneys for the 
Managers, $8,000 fees and $1,333.85 expenses. 
See Re The Middle West Corp. Holding Com- 
pany Act Release No. 7838. 

7See Re Laclede Gas Light Co. Ly! 
Holding Company Act Release No. 7260, & 
PUR NS 60; Re Columbia Gas & E. Corp. 


1944) Holdi: 7: tod Act Release No. 
eo, 57 PUR NS 475. 
8 Re The Middle West Corp. 11 SEC 533. 
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services in connection with the § 11 
(b) (2) proceedings instituted by the 
Commission, which preceded the sub- 
mission of the plan. Of the allowance 
originally requested, $11,000 was al- 
located to Middle West and the bal- 
ance to Central. Subsequently, this 
firm amended its request for an allow- 
ance to cover only its services in con- 
nection with the § 11 (e) Proceed- 
ings ® and reduced the amount of the 
requested allowance to $75,000, allo- 
cating $50,000 and $25,000 to Cen- 
tral and Middle West respectively. It 
is clear from the record that the serv- 
ices of this firm benefited Middle West 
as well as Central and recognizing the 
difficulty of precisely determining a 
proper allocation of the fee, we find no 
basis for disagreement with the pro- 
posal. In the light of the complexi- 
ties of the problems and the work in- 
volved, the size of the estate and the 
benefits conferred, we find that the re- 
quested allowance for fees in the 
amount of $75,000 and the reimburse- 
ment for expenses in the amount of 
$5,305.76 is reasonably commensu- 
rate with the benefits conferred and 
we shall authorize the payment there- 
of. 

As indicated above, Central has re- 
quested authority to pay $2,500 as a 
fee for services to the firm of Rich- 
ards, Layton and Finger. The rec- 
ord indicates that this firm was re- 
tained by South West on matters of 
Delaware law arising in connection 
with the merger and also in connec- 
tion with certain appellate proceed- 
ings on the plan. Middle West has 


also requested authority to pay Swiren, 
Heineman and Antonow $8,500 as a 
fee for services and $1,443.28 as re- 
imbursement for expenses. This firm 
was retained by Middle West in con- 
nection with appellate proceedings on 
the plan and the firm acted on behalf 
of Middle West in the enforcement 
proceedings in the United States dis- 
trict court for the district of Delaware. 
This firm also represented Central in 
the hearings on the various fee appli- 
cations, and Central has requested au- 
thority to pay $1,500 for these serv- 
ices. We find that these proposed pay- 
ments are for necessary services and 
reasonable in amount, and we shall 
authorize their payment. 

A Common Stockholders Commit- 
tee represented by McLaughlin & 
Stern, as counsel, entered an appear- 
ance during the course of these pro- 
ceedings and actively participated on 


behalf of the public common stockhold- 


ers of South West. The record indi- 
cates that McLaughlin & Stern orig- 
inally appeared as counsel for certain 
of the common stockholders of South 
West in September, 1945, at an oral 
argument before the Commission and 
opposed the approval of a then pend- 
ing plan, and were instrumental in 
having the hearings on that plan re- 
convened for the purpose of taking ad- 
ditional evidence. In the interval re- 
quired for further hearings on this 
plan, improvements in general market 
levels made feasible the modification 
of this plan with the result that a 
greater participation was accorded to ~ 
the public common stockholders of 





®Cf. Re The United Gas Improv. Co. “_ 3 
ing Ne Act Release No. 5570, Jan. 30 


We are informed that an agreement has been 
reached between Central, Middle West and 


Winthrop, Stimson, Putnam & Roberts for the 

yment by Central of $35,000 and by Middle 
West of $15,000 for the services of the firm 
in connection with the § 11(b)(2) proceed- 
ings. 
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South West. Counsel for the com- 
mittee participated in negotiations re- 
sulting in these changes. Under the 
plan, as approved and consummated, 
the public common stockholders of 
South West received approximately 
£81 shares of new common stock for 
each share of South West common 
stock as compared with the proposed 
allocation of one-half share under the 
earlier plan. Moreover, the partici- 
pation by the committee and its coun- 
sel in the compromise of the complex 
claims asserted for the subordination 
of the interest of Middle West pro- 
vided independent representation of 
the publicly held common stock. In 
the light of the services of the com- 
mittee and its counsel in connection 
with the abandonment of the earlier 
plan and the formulation of the plan 
finally approved, we find that the par- 
ticipation by the committee and its 
counsel were of benefit to the estate 
and that an allowance for fees in the 
amount of $52,800 and expenses in 
the amount of $4,074.15, as indicated 
above, is reasonably commensurate 
with the benefits conferred. It should 
be pointed out that while the applica- 
tion by the committee does not in- 
clude a request for an allowance for 
William J. McEnery, chairman of the 
committee, McEnery has filed a dec- 
laration of intention to request an al- 
lowance for his services in the reor- 
ganization. In order to conclude these 
matters, our order will provide a time 
limit for the prosecution of this as- 
serted claim. 

Benjamin Mahler appeared for him- 
self and his wife as the holders of the 
junior preferred stock of South West 
and has requested an allowance of 
$35,000. He participated in the pro- 
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ceedings relating to the reorganization 
from the commencement of the action 
in 1940 by the Commission pursuant 
to § 11 (b) (2) of the Act through 
the conclusion of the matter under 
§ 11 (e) of the Act, and until relative- 
ly late in the proceedings was the only 
representative of publicly held securi- 
ties participating in the proceedings, 
Early in the proceedings Mahler urged 
that the interests of Middle West be 
subordinated to those of the public 
stockholders of American and South 
West, and opposed the approval of the 
plan as originally filed, which gave no 
recognition to the asserted claims for 
subordination. As heretofore indi- 
cated, the plan, in the form approved, 
incorporated a compromise of these 
asserted claims. While Mahler’s par- 
ticipation extended over the full course 
of these extended proceedings and as- 
sured that the claims of the preferred 
stockholders were persistently reit- 
erated, the nature of his services was 
not extensive in either the detailed 
presentation of evidence or the presen- 
tation of novel contentions. On the 
other hand, he was the only advocate 
of the preferred stockholders’ position 
in this regard and while his services 
cannot be characterized as having in- 
fluenced the precise terms of the plan 
or to have contributed substantially to 
the record upon which the special equi- 
ties of the preferred stockholders were 
asserted, they did contribute to the 
general development of the plan. Un- 
der all the circumstances, we find that 
an allowance of $10,000 is reasonably 
commensurate with the services ren- 
dered and we shall approve the pay- 
ment thereof. 

Jesse J. Holland appeared as coun- 
sel for certain common stockholders of 
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Central and Middle West and urged 
that the board of directors of Central 
be increased and be made more repre- 
sentative. He also urged the cancel- 
lation of the long-standing contract 
between Central and Middle West 
Service Corporation for management 
and supervisory services. Largely as 
the result of his efforts the board of 
directors was increased from seven to 
eleven members and the additionai di- 
rectorships were filled by persons who, 
at the time of their election, were not 
affliated with Central or the Middle 
West system. The service contract 
was also canceled and the Board un- 
dertook an independent study of the 
question of whether the operating 
companies in the Central system re- 
quire specialized services from Mid- 
dle West Service Corporation. While 
Holland did not appear in the proceed- 
ings until after the plan had been ap- 
proved by the Commission and en- 
forced by the United States district 
court for the district of Delaware, his 
services were of benefit to the estate. 
We find that an allowance of $2,500 
plus expenses in the amount of $600.46 
is reasonably commensurate with the 
benefits his services conferred upon 
the estate and we shall approve the 
payment thereof. 

[2] Albert S. Turner filed a request 
for an allowance of $3,700 for serv- 
ices to the prior lien stockholders of 
South West and certain preferred 
stockholders of American. This re- 
quest for allowance was later increased 
to $20,609. Turner is in the broker- 
age business and employed by the 
brokerage firm of Auchincloss, Parker 
& Redpath in Philadelphia, Pennsyl- 
vania, and stated that he appeared on 
behalf of certain customers of the firm 


and others. We regard Turner’s po- 
sition as one who sold securities as a 
phase of his employment and who 
sought as an incidence of such em- 
ployment to protect those securities in 
reorganization of the issuer as a part 
of the process of the retention of the 
good will of his employer’s customers. 
Under such circumstances, he cannot 
look to the estate for compensation.” 
Apart from the foregoing, we are un- 
able to find any rendition of service 
which on the merits would entitle Tur- 
ner to compensation from the estate. 
He was, as stated in the record, “out- 
raged at the fact that we were going 
to get common stock” and therefore 
opposed the plan which so provided. 
The fact that the plan, as finally ap- 
proved, did embody a provision per- 
mitting cash retirements of preferred 
stock at the option of the holder was 
not something to which Turner can 
point as a contribution. It was only 
possible because of the general market 
rise which made possible the sale of 
common stock in an amount sufficient 
to generate cash required to retire pre- 
ferred shares where the holders had 
so elected. The circumstance of mar- 
ket rise was entirely fortuitous and 
not to have taken it into account would 
have been to ignore the realities of the 
situation and, in this connection Tur- 
ner’s contentions did not in any way 
influence the formulation of the final 
plan or aid us in approving it. After 
carefully considering the record made 
by Turner at the hearings on the plan 
and at the hearing in connection with 
his application for fees, we are of the 
opinion that Turner performed no 


10 See Re Laclede Gas Light Co. (1947) 
— Company Act Release No. 7260, 68 
PUR NS 60. 
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services which may be compensated 
for out of the estate. Accordingly, 
his request for an allowance of fees in 
the amount of $20,609 is denied, and 
our order will so provide. 

It is therefore ordered that Central 
and South West Corporation and The 
Middle West Corporation pay the fees 
and expenses of counsel retained by 
each, as itemized herein, in the 
amounts of $59,321.38 and $34.943.- 
28, respectively. 

It is further ordered that Central 
and South West Corporation pay the 
fees and disbursements of the Com- 
mon Stockholders’ Committee and its 
counsel, as itemized herein, in the ag- 
gregate amount of $56,874.15; the 
fees and expenses of Benjamin Mahler 
in the amount of $10,000; and the fees 
and expenses of Jesse J. Holland in 
the amount of $3,100.46. 

It is further ordered that the juris- 


diction heretofore reserved in our or- 
der dated April 30, 1946, 64 PUR NS 
321, with respect to the reasonable- 
ness and appropriate allocation of all 
other fees and expenses and other re- 
munerations in connection with the 
plan and the transactions incident 
thereto be, and the same is, hereby re- 
leased, except for the limited purpose 
of determining whether any allowance 
shall be made to William J. McEnery, 
chairman of Common Stockholders’ 
Committee, who has heretofore filed a 
notice of intention to file an applica- 
tion requesting compensation for his 
services. 

It is further ordered that any appli- 
cation for fees and allowances by Wil- 
liam J. McEnery be filed not later than 
October 29, 1948. 

It is further ordered that the request 
of Albert S. Turner for an allowance 
be, and the same hereby is, denied. 
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Bethel Island Improvement Club, 
Incorporated 


Frank J. Hollender 


Decision No. 42380, Case No. 4955 
December 29, 1948 


OMPLAINT asking Commission to compel supplier of water 
(; to real estate tract to submit himself and water system to 
jurisdiction of Commission; operator held to be operating a pub- 

lic utility and ordered to file schedules. 


Public utilities, § 122 — Water sale by tract owner — Compensation — Contracts. 
The owner of a real estate subdivision who distributes and sells water for 
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compensation thereby dedicates the water supply and facilities to public use, 
regardless of whether or not certain consumers in the tract have signed writ- 
ten agreements that this is surplus water and that no liability rests upon the 
suppliers to serve, if in fact the water is not surplus within the statutory 
exemption of the sale of surplus water from a well used primarily for 
domestic purposes by the owner or for irrigation of the owner’s land. 


By the Commission: Bethel Island 
Improvement Club, Inc., a corpora- 
tion, composed of residents of Bethel 
Island, Contra Costa county, and, in 
this proceeding, representing property 
owners in a tract known as Pleasan- 
times Subdivision, located on the 
island, asks the Commission to compel 
Frank J. Hollender to submit him- 
self and the water system, owned and 
operated by him and used in supply- 
ing residents in said tract, to the juris- 
diction of this Commission. It is 


further requested that the service be 
hereafter furnished under rules and 
regulations that will assure all water 


users an adequate and a nondiscrim- 
inatory service. Complainant alleges 
that water has been supplied to resi- 
dents of the tract for compensation as 
a public utility, that the rates charged 
are discriminatory, that discontinu- 
ance of service has been threatened to 
certain water users, and that no action 
has been taken to provide an ade- 
quate water supply to meet present 
service conditions or for the immediate 
future. 

Defendant, in his answer, entered a 
general denial of the allegations in the 
complaint and alleges that he has not, 
without justifiable cause, threatened to 
discontinue water service to certain of 
the users thereof ; that he has not dedi- 
cated his water supply to the public 
use but has sold and delivered a por- 
tion of such water supply as a matter 
of accommodation to neighbors to 
whom no other supply of water for 


domestic purposes is equally available; 
and that he is not operating as a pub- 
lic utility. Defendant further alleges 
that he has entered into written con- 
tracts with some of the property own- 
ers in the subdivision providing for 
the sale of surplus water as an accom- 
modation and that said contracts may 
be terminated by defendant by giving 
seven days’ notice; that each property 
owner was informed that there was no 
regular water supply for the subdivi- 
sion, and that each owner would be 
required to drill a well upon his prop- 
erty; that defendant has supplied 
water as an accommodation until said 
wells are drilled and there can be no 
guaranty of an adequate supply of sur- 
plus water. The Commission is asked 
to dismiss the complaint. 

Public hearings in this proceeding 
were held in Bethel Island before Ex- 
aminer Stava. 

The record shows that in 1943 
defendant acquired a parcel of land 
containing approximately 519 acres, 
located on Bethel Island and, during 
1944, subdivided a strip approximate- 
ly two miles long and 175 feet wide, 
containing 52 acres, into 274 lots hav- 
ing areas that range from 7,500 to 
13,000 square feet. The tract is 
bounded on the north, east, and south 
by Piper Slough and Sand Mound 
Slough and on the west by property 
largely owned by defendant. The tract 
is known as Pleasantimes Subdivision 
and is located 44 miles from the town 
of Knightsen. 
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A well, 34 inches in diameter and 
157 feet deep, was drilled by defendant 
in 1944, located outside of the sub- 
division on his own land, 35 feet back 
of Lot No. 144 of said subdivision. 
Water was first produced by a wind- 
mill and pump and stored in a 500- 
gallon elevated tank. In 1945 a gas 
engine-driven centrifugal pump was 
installed at the well and approximately 
two miles of 2-inch mains were laid in 
a 4-foot strip adjoining the back of the 
subdivision but on the defendant’s un- 
subdivided land. In 1946 an 8,200- 
gallon tank was installed on a 32-foot 
tower, replacing the 500-gallon tank, 
and the gas engine was replaced with 
an electric motor. The total expendi- 
ture made in connection with the water 
system is $7,927. 

There are 12 unsold lots in the sub- 
division, and 30 to 40 houses or cabins 


have been erected by the property own- 


ers. There are five commercial enter- 
prises, consisting of a restaurant, gas 
station, auto camp, and a boat storage. 
The subdivision is considered resort 
property, and presently is a popular 
center for river fishermen, and motor 
boat owners. Some of the premises 
are occupied only during weekends, 
while others are maintained as perma- 
nent residences. 

There are 87 connections to the 
water system, five of which serve prop- 
erty located outside the subdivision 
boundaries. There are 31 property 
owners paying charges that vary from 
the base residential flat rate of $1.25 
per month to a maximum commercial 
flat rate of $15 per month. The oper- 
ating revenues actually received and 
the available operating expenses for 
the 13-month period, July 1, 1947 to 
July 31, 1948, inclusive, totaled $557 
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and $553, respectively. The operating 
expenses included power cost, office 
expense, and county taxes. 

Witnesses for the complainant testi- 
fied that, at the time they acquired 
their respective properties in the sub- 
division, they were informed by de- 
fendant that water was available to 
each lot from a pipe line installed at 
the back of the subdivision; that the 
defendant pointed out a tee opposite 
the lot to which a service connection 
could be made; that eventually two ad- 
ditional wells would be drilled, one at 
each end of the two pipe lines ; that no 
charge was being made for the water 
service ; and that after the subdivision 
was developed sufficiently, the water 
system would be turned over to the 
property owners to run and operate as 
a community project. A typical deed, 
executed during 1945 contained the 
following provision : 

“The price paid for this property in- 
cludes water piped up to the property, 
wells and pipe line to be constructed 
as soon as war conditions permit.” 

Witnesses for complainant further 
testified that after they had paid a de- 
posit on the property being purchased, 
defendant gave them a copy of a report 
issued by the state of California, divi- 
sion of real estate, dated March 29, 
1944, which contains the following in- 
formation concerning domestic water 
service on the tract: 

“Water for domestic use will not be 
furnished by the subdivider. There is 
a well on the premises and the pur- 
chase of a parcel of land will entitle 
the purchaser to obtain water supply 
from that source or develop his own 
water supply from private wells.” 

The evidence shows that water was 
furnished free of charge until some 
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time after the residents in the subdivi- 
sion and other consumers received a 
letter from defendant, dated July 22, 
1947, together with a proposed agree- 
ment providing for the sale of surplus 
water on an accommodation basis. 
The rate set forth therein for domestic 
users was a flat charge of $1.25 per 
month and for commercial users was 
$15 per month, also a flat rate. The 
agreement also provided for relieving 
defendant from liability to provide any 
specified quantity or quality of water 
and that the service could be termi- 
nated by defendant upon giving seven 
days’ notice. The letter accompanying 
the agreement stated that when the 
subdivision was first placed on the 
market, a water supply was arranged 
for each lot, and water service was 
furnished free of charge for a limited 
period ; that, owing to the larger num- 
ber of users increasing the cost of 
operating the system to such an extent 
that it became burdensome, it was nec- 
essary to make a charge for the service 
to provide sufficient revenue to permit 
continued operations of the system and 
to make needed improvements. 

The record shows that agreements 
were mailed to 83 property owners; 
that 21 agreements were signed and 
returned; that 31 users were paying 
the charges; and that the remaining 
property owners continued to receive 
water service but did not make any 
payments. The consumers in this lat- 
ter group explained that they were 
awaiting the outcome of the instant 
proceeding before paying any charges 
for the water delivered. 

The property owners residing in 
dwellings that are located at the level 
of the levee top complained of poor 
service during week ends, that inter- 


ruptions in service varied from several 
hours to several days in duration, and 
that while water was sometimes avail- 
able on the ground floors, it had to 
be carried upstairs. Other users ob- 
jected to the payment of the $1.25 
monthly charge on the grounds that 
the premises were occupied only on 
week ends and holidays, and during 
those periods the service was wholly 
inadequate. 

Protest was made in behalf of Frank 
Andronico, to the $15 monthly flat 
charge for service furnished his fish- 
ing resort. The resort premises con- 
sist of a dwelling, gas station, six 
cabins, restaurant, bar, and a boat har- 
bor. Andronico owns 15 lots but has 
only four #-inch service connections to 
the 2-inch line, and a 2-inch service 
connection to a storage tank used to 
assure water for a fire hydrant. The 


dwelling, and some of the cabins are 


not located on the subdivision but are 
located on property adjoining the 
tract. Water service was furnished 
this resort free of charge for the first 
two years after the property was occu- 
pied, but in order to have water avail- 
able Andronico was required to sign 
an agreement, dated July 1, 1947, for 
the purchase of so-called surplus water 
at a charge of $15 per month, reduced 
from the original demand of $20 for 
the resort. This consumer feels that 
the charge is excessive for the service 
rendered since he contends that only a 
comparatively small quantity of water 
is used on the premises. 

Defendant testified that he subdivid- 
ed the tract with no intention of fur- 
nishing water to the property, and that 
information to this effect was set out 
in the division of real estate inspec- 
tion report on the Pleasantimes Sub- 

77 PURNS 





CALIFORNIA PUBLIC UTILITIES COMMISSION 


division. He stated that he had no 
desire to go into the water business, 
and so informed all lot purchasers but 
that, during the war, pipe was difficult 
to obtain and to help the residents get 
water into their premises, he drilled 
the well, installed a pump and storage 
tank, piped the subdivision, installing 
a service tee for each lot, and permitted 
each resident at his own expense to 
connect to the pipe line. Defendant 
stated that he made no charge for the 
water service rendered, that he never 
had promised free water service to any 
purchaser of property in the subdivi- 
sion, nor that the system would be 
turned over to the property owners. 
Defendant contended that originally he 
had planned to use the well to supply 
a dwelling on his ranch, but the dis- 
tance was so great that it would have 
required an excessive expenditure for 
the necessary connecting pipe line. 
Defendant stated that the water sys- 
tem was not installed to aid in the sale 
of lots, but only as an accommodation 
to the residents. He admitted, how- 
ever, that he had no other use for the 
water system. 

Defendant testified that he had op- 
erated the system at no cost to the 
users until the expenses became a seri- 
ous financial burden with the increased 
number of residents, and he felt it nec- 
essary to obtain some reimbursement 
to offset the costs. Since he did not 
wish to operate as a public utility, he 
decided to sell surplus water on an ac- 
commodation basis, relying on § 1 of 
the Act for Regulation of Water Com- 
panies. This section reads in part as 
follows : 

“Provided, however, that whenever 
the owner of a water supply not 
otherwise dedicated to public use and 
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primarily used for domestic purposes 
by such owner or for the irriga- 
tion of such owner’s lands, shall sell 
or deliver the surplus of such water for 
domestic purposes or for the irrigation 
of adjoining lands, or whenever such 
owner shall, in an emergency water 
shortage sell or deliver water from 
such supply to others for a limited 
period not to exceed one irrigation sea- 
son, or whenever such owner shall sell 
or deliver a portion of such water sup- 
ply as a matter of accommodation to 
neighbors to whom no other supply of 
water for domestic or irrigation pur- 
poses is equally available, then such 
owner shall not be subject to the juris- 
diction, control, and regulation of the 
Railroad Commission of the state of 
California” ; 

The record shows that defendant 
supplied water free until July, 1947, at 
which time he sent out a letter and an 
agreement to all consumers served by 
the system informing them that in or- 
der to obtain further water service 
they would be required to sign and re- 
turn said agreements, which, among 
other things and provisions, and in ef- 
fect, provided that the sale of water 
from defendant’s pipe line is from sur- 
plus water and that there rests no lia- 
bility upon the suppliers to provide 
any specified quantity or quality of 
water; and that «| agreements may 
be terminated at any time by the sup- 
pliers upon the giving of seven days’ 
notice. 

The evidence shows that only 2! 
property owners signed and returned 
the agreements ; nevertheless, a total of 
31 consumers were furnished water 
service by defendant, all paying the 
requested rates and charges; and that 
many other property owners, while 
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continuing to receive water service 
from defendant, have refused either to 
sign said agreements or to pay the 
charges demanded. 

The testimony is uncontradicted 
that the water furnished is not surplus. 
The water from the well is not now, 
nor has it ever been to any extent what- 
sever, “primarily used for domestic 
purposes by such owner or for the ir- 
tigation of such owners’ lands.” The 
evidence shows that the entire produc- 
tion of the well is used solely to serve 
the present system’s water users. De- 
livery of water from this well, under 
the circumstances herein obtaining, 
dearly does not come within the ex- 
emption from jurisdiction of this Com- 
mission, as provided in § 1 of the Act 
for Regulation of Water Companies. 
It follows, therefore, that the distribu- 
tion and sale of water for compensa- 
tion to consumers by defendant, re- 
gardless of whether or not certain of 
said consumers signed written agree- 
ments as requested, constituted a dedi- 
cation of the water supply and facilities 
to the public use, and by such act de- 
fendant has subjected himself to the 
control and jurisdiction of this Com- 
mission in the operation of his water 
system. 

Defendant conceded that the water 
service was inadequate and stated that 
as a result of complaints, he had re- 
placed the former 500-gallon storage 
tank with another having a capacity 
of 8,200 gallons. He had, however, 
no present plans for increasing pres- 
sure and eliminating service interrup- 
tions, most of which he blamed upon 
the excessive use of water at Frank’s 


Fishing Resort, especially during week 
ends. The evidence indicates that the 
storage tank is too low in elevation to 
supply water adequately to dwellings 
and cabins located at levee heights, and 
that the 2-inch pipe lines from the 
storage tank are not large enough to 
convey sufficient water to meet the de- 
mand during week ends. 

While the record shows that the 
service is inadequate, yet defendant is 
entitled to the unpaid charges since 
July 1, 1947, in order to avoid loss in 
operation and to provide sufficient rev- 
enue to warrant making needed im- 
provements. The payment by all users 
of presently charged rates should pro- 
vide furids either to raise the present 
tank or install a pressure system to 
render satisfactory service to consum- 
ers residing on the levees or at levee 
elevation, and to install larger-sized 
mains for a sufficient distance from the 
storage tank to provide the capacity 
necessary to meet present and imme- 
diate future service demands. Custom- 
er usage may require drilling of addi- 
tional wells as suggested by defendant 
in order to serve future lot purchasers. 
The water service to the fishing resort 
may be supplied on a measured basis 
if the present flat rate appears. exces- 
sive. 

Defendant will be required in the 
following order to file the flat rates, 
which flat rates shall not be higher 
than those presently in effect, and also 
a schedule of meter rates. If operat- 
ing experience shows that these rates 
are not sufficient to provide adequate 
service to the users, defendant may 
apply to the Commission for authority 
to increase the rates. 
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COLORADO PUBLIC UTILITIES COMMISSION 


Re Jane Perry Clark, Doing Business As 
“Denver-Fort Collins Truck Line” 


Application No. 9439-PP-Transfer, Decision No. 31387 
October 7, 1948 


PPLICATION for authority to transfer motor carrier permit; 


granted. 


Certificates of convenience and necessity, § 137 — Transfer of permit — Terms — 


Claims. 


1. The Commission, on authorizing the sale of a motor carrier permit by a 
carrier which cannot pay all claims, cannot give preference to C.O.D. claims 
representing money received by the carrier for the use of shippers, but con- 
verted to the carrier’s own use, since such claims are not preferred in bank- 


ruptcy proceedings, p. 32. 


Certificates of convenience and necessity, § 143 — Transfer — Creditors’ claims. 
2. The transfer of a motor carrier permit was authorized where the exist- 
ing carrier was heavily in debt, a sale of the permit would allow payment to 
some creditors, and the carrier seeking the permit was an experienced and 
successful common carrier operator qualified pecuniarily and otherwise to 


render efficient service, p. 32. 


Motor carriers, § 27.1 — Protection of shippers — C.O.D. collections. 


Statement that a shipper must protect himself in his dealings with a contract 
carrier in regard to C.O.D. collections and cannot expect the Commission 


to do the job for him, p. 32. 


APPEARANCES: E. B. Evans, Den- 
ver, for Harold E. Watson, Jr., and 
Jane Perry Clark; Jones and Stauffer, 
Denver, for Dean Resler; A. J. Fre- 
geau, Denver, for Weicker Transfer 
and Storage Company; Bernard B. 
Carraher, Denver, for Costello Motor 
Company; Davis and Lutz, Denver, 
for Midwest Hotel and Restaurant 
Supply Company, John Morrell & Co., 
M. L. Foss, New York Furniture 
Company, Gates Service, Frank Beck- 
with; Francis Sommers, Deputy Col- 
lector of Internal Revenue, for Collec- 
tor of Internal Revenue; Olaf H. 
Jacobson, Denver, for City Transfer 
and Storage; R. L. Payne, Denver, 
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for Payne Supply Company; Seth 
Reed, Fort Collins, pro se; Joseph 
Morrone, Denver, for Joseph Mor- 
rone & Co.; Arthur E. March, Fort 
Collins, for Royal Typewriter Com- 
pany; Fred W. Schroder, Loveland, 
for Bonnell Buick, Inc.; R. R. Det- 
weiler, Denver, for The Daniels and 
Fisher Stores Co.; Warren Kent 
Robinson, Esq., Denver, for Bundy 
Coal Company ; Creamer and Creamer, 
Denver, for Lamb Memorial Hospital 
Association; Denver Credit Bureau, 
Denver, for Stahlecker Motor Service, 
The Mountain States Telephone and 
Telegraph Company, Foster Shop, 
Tom White Motor Company; The 





RE CLARK 


Equitable Adjustment Company, Den- 
ver, for Dr. M. M. Vick, Bert Mass- 
ich, Loveland Lumber and Supply 
Company, Willey Feed Store, Denver- 
Loveland Transportation Company, 
Harry Koon, doing business as “Land 
'0 Love Service; National Adjusters, 
Denver, for O. & W. Motor Company, 
Sharp Brothers, Mile-Hi Auto Serv- 
ice; T. A. Stockton, Jr., Denver, for 
Denver-Laramie-Walden Truck Line; 
Schaetzel and Knight, Denver, pro 
ss; E. E. Anderson, Denver, for 
Montgomery Ward & Company; Lee, 
Bryans, and Kelly, Denver, for Public 
Service Company of Colorado; Joseph 
W. Hawley, Denver, of The Public 
Utilities Commission of the State of 
Colorado, for the Commission ; Arthur 
E. Dussart, Denver, pro se. 


By the Commission: By this ap- 
plication, Jane Perry Clark, doing 
business as “Denver-Fort Collins 
Truck Line,” seeks authority to trans- 
fer Permit No. A—783 to Harold E. 
Watson, Jr., Denver, Colorado. 

The matter was heard in Denver, 
Colorado, August 24, 1948, pursuant 
to prior setting, after notice to all 
parties in interest, including creditors 
known to the Commission, and was 
taken under advisement. 

At the hearing, it appeared that 
Mrs. Clark, for a considerable period 
of time, has been in financial difficul- 
ties, due to the fact that her operations 
as a private carrier had been very un- 
profitable. 

Heretofore, she entered into an 
agreement with Denver-Laramie- 
Walden Trtick Line, Inc., to transfer 
said permit to the latter. Application 
was made with the Commission for 
authorization to make the transfer, and 
was denied, on account of the fact that 
the consideration was to be paid in 


instalments over a long period of time. 
Truck Line paid first instalment on 
purchase price of $250, which Jane 
Perry Clark was to refund, if transfer 
was not authorized. To date, the 
money has not been refunded. 


In order to obtain funds to operate, 
Mrs. Clark borrowed the sum of 
$2,000 from one Arthur E. Dussart, 
and the Commission authorized said 
Jane Perry Clark to mortgage said 
permit to said Arthur E. Dussart, to 
secure payment of said money. 

Equipment she owns is limited and 
is mortgaged. Denver Motor Finance, 
774 Broadway, holds a mortgage on a 
trailer, to secure payment of $567.60, 
and Securities Credit Corporation, of 
Fort Collins, Colorado, similarly has a 
mortgage on equipment, to secure pay- 
ment of $1,500. United States Bureau 
of Internal Revenue has a preferred 
claim against the operation for taxes 
and interest, amounting to the sum of 
$990, at time of hearing. State of 
Colorado has a preferred claim for un- 
paid ton-mile tax of $87.48. 

Balance of claims, totaling some 
$12,362.15, consist of unpaid operat- 
ing accounts, C.O.D.’s interline ac- 
counts, loss and damage claims, etc. 
A list of accounts submitted to the 
Commission against said operation is 
attached hereto as an Appendix, and 
is made a part hereof, by reference. 
[Appendix omitted herein. ] 

Purchase price for the permit and 
certain office equipment is $3,650, as 
set forth in an agreement, dated June 
16, 1948, being Exhibit 1 at the hear- 
ing, which, by reference, is made a 
part hereof. By said agreement, said 
Jane Perry Clark also agreed to sell 
certain equipment to Harold F. Wat- 
son, Jr., should he elect to purchase 
it. At the hearing, transferee stated 
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that he did not want the equipment. 

It is obvious that the payment of 
the amount due under the chattel 
mortgage, which, with interest, is in 
excess of $2,000, the payment of In- 
ternal Revenue Department claim, of 
approximately $1,000, and the pay- 
ment of unpaid ton-mile tax due the 
state of Colorado, in the sum of $87.48, 
will take the major portion of the con- 
sideration. 

[1] The Commission regrets very 
much that so many customers of trans- 
feror will not receive substantial pay- 
ments on their respective claims. 
This applies particularly to C.O.D. 
claims, which represent money re- 
ceived by transferor for the use of 
claimants which was converted to her 
own use. We have considered the 
status of C.O.D. claims at length in a 
number of previous transfer proceed- 
ings, and concluded that since such 


claims are not preferred in bankruptcy, 
we cannot give them preference. 
The Commission, by rule, has re- 


quired common carriers to place 
C.0.D. funds in a separate account, 
which permits us to exercise some 
measure of supervision over common 
carrier handling of C.O.D. accounts. 
Similarly, by rule and otherwise, we 
can police other operations of common 
carriers. This is not true of private 
carrier operations. The terms of 
service, except the requirement that 
rates must not be less than those 
charged by common carriers for the 
same or similar service, are a matter 
of contract between the shipper and 
the private carrier, and if the shipper 
fails to protect himself by contract, 
the Commission cannot “do the job” 
for him. Apparently, her customers 
failed to so do. 

[2] Obviously, transferor cannot 


continue in business. The denial of 
authority to transfer would not help 
any creditors. Authorization to trans- 
fer will permit the payment of mort- 
gage and tax claims. If we denied the 
request to transfer, mortgage holder 
would no doubt foreclose his mortgage. 
If there is any equity over and above 
amount of liens against equipment not 
sold, creditors can subject such equity 
to payment of claims. 

The evidence showed that transferee 
Watson is an experienced and success- 
ful common carrier operator; that he 
has net assets of approximately $25,- 
000, and pecuniarily and otherwise is 
qualified, ready, and willing to carry 
on the operation. 

The Commission finds: That the 
authority sought should be granted; 
that the consideration of $3,650 should 
be paid to Joseph W. Hawley, an at- 
torney at law, who, as representative 
of the Attorney General’s Office, is 
attorney for the Commission, said sum 
to be disbursed by him in the payment 
of claims in the following order : 

First: Payment of mortgage claim 
of Arthur E. Dussart; 

Second: Payment of amount due 
United States of America (Collector 
of Internal Revenue) ; 

Third: Payment to state of Colora- 
do of unpaid ton-mile tax, amounting 
to approximately $87.48; 
the balance remaining after such dis- 
bursements to be pro rated among 
unsecured claimants in the proportion 
their respective claims bear to the 
claims remaining, after payment of 
mortgage and tax claims aforesaid, 
as set forth in Appendix hereto at- 
tached [omitted herein] and made a 
part hereof, by reference, which claims 
should be approved as claims against 
said operation. 





77 PUR NS 





al of 
help 
rans- 
nort- 
1 the 
Ider 
age. 
bove 
t not 


Juity 


feree 
cess- 
it he 
525,- 
se is 
arry 


- the 
ited; 
ould 
1 at- 
ative 
2, is 
sum 
nent 


ay 


Pacific Pwr. & Lt. Co. Plans 
Biggest Program in History 


|= biggest construction budget in its 39- 
year history, totaling $9,600,000, has been 
drawn up by Pacific Power & Light Company 
for use during 1949 to keep pace with the 
continued rapid expansion of the Oregon- 
Washington area it serves. 

The new budget will bring to more than 
$27,000,000 the amount that has been invested 
in expansion of the system since the end of 
the war. It tops last year’s budget, the previous 
record, by approximately $1,500,000. 

Fifty-two per cent of the 1949 budget is 
earmarked for power production and trans- 
mission, while the remaining 48 per cent is 
allocated to expansion of the distribution 
system. 


Central Arizona Lt. & Pwr. to 
Spend $8,325,000 during 1949 


bp largest construction budget in the his- 
tory of the company is being planned by 
Central Arizona Light and Power Company. 

A total of $8,325,100 will be spent for ex- 
pansion, additions, and activities during 1949, 
according to Henry Sargent, president. 

The 1949 construction budget, coupled with 
the $12,500,000 that has been spent during the 
past three and one-half years, for expansion 
brings the total to well over 20 million dollars 
which Calapco has used to meet the increasing 
demands for gas and electricity. 


to government owned 


New Electric Paving Breaker 
Developed by Homelite 


be HE HoMELITE CorPoRATION has announced 
a new type of paving breaker, Operated by 
electricity, this new 84-pound high-cycle 
breaker is claimed to hit a harder blow than 
the largest pneumatic breaker. 

Electricity is supplied by a 129-pound dual- 
voltage gasoline-engine-driven generator, which 
can be used for operating other types of high- 
cycle tools as well as standard 110-volt tools 
and floodlights. 

Complete information, or an  on-your-job 
demonstration, may be had by writing to 
—aregae, Corporation, Port Chester, New 
fork. 


Farm Electrification Program 


Nearly Completed 


T= farm electrification program of the 
‘ Public Service Company of Northern 
Illinois—launched more than 20 years ago— 


A digest of information on new 
vately managed utilities; similar information — 
: utilities; news concerning prod- 

ucts, supplies and services offered by manu 
also notices of changes in personnel. 


Industrial Progress 


construction by pri- 


turers ; 


was virtually completed during 1948 with 
31,643, or 99.5 per cent, of the 31,799 farms 
in the company’s 6,200 square-mile service area 
having electricity available at the end of the 
year, according to Britton I. Budd, president. 

On December 31 only 156 farms were still 
beyond present power lines. Extensions are 
now being built to bring electricity to 35 of 
these which have recently contracted for 
service. 

At the end of 1948, the company had 7,385 
circuit miles of rural electric lines in service. 


Consolidated Gas Elec. Lt. & 
Pwr. Budget Sets New High 


HE 1949 construction budget of the Con- 
solidated Gas Electric Light and Power 
Company of Baltimore js the largest for any 
one year in the company’s history. The total 
budget is $40,239,522. This includes $28,414,065 
for new projects and $11,825,457 for unex- 
pended balances remaining on projects which 
were started in prior years. 
The estimated cash .expenditure for con- 
struction purposes in 1949’ alone is $22,200,000. 
This compares with approximately $20,700,000 
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HAVE YOU A NUMBERING PROBLEM? 


CAMBRITE No. 33 tile numbers and letters 
offer a permanent answer for uniform number- 
ing systems. Ideal for numbering power lines, 
equipment, sheds, bins, and outlying stations. 
CAMBRITE numbers and letters are used today 
by many leading utility companies. 

Write for Complete Information 


THE CAMBRIDGE TILE MFG. CO. 
Cambrite Division 





CINCINNATI 15, OHIO 
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MAXIMUM CONTACT 
provided by V-groove. 
Conductors protected by 
bevelled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of Conductor Fittings. 


PENN-UNION 


© CoN tetra Ft oper Trend, * 


LE 
any seit 





spent in 1948 and $14,273,130 spent in I 
h expenditures for construction are 
ted to continue at an average rate of ab 

$50,000,000 a year through 1953. 


Florida Pwr. & Lt. Boosts 
Expansion Plans 


LoRIDA Power & LicHt CoMPANy’s ir 

provement and construction program has 
been revised upward once again, this time to 
$108,500,000 with the announcement of a $29. 
188,200 construction program by McGregor 
Smith, president, Of this latter sum, $22,427. 
200 will be spent in 1949, the rest on projects 
to be started in 1949 and completed in 1950, 


Permanente Opens Schedules for 
Aluminum Conductor 


HE PERMANENTE METALS Corporarioy, 
through its sales affiliate, Permanente 
Products Company, recently opened its alumi- 
num wire and cable production schedules to all 
users of aluminum electrical conductor 
throughout the nation. Announcement that 
Permanente was ready immediately to review 
specific requirements for production of ACSR 
at its Newark, Ohio, mill was made in a letter 
to the industry. The move culminated over 
two years of intensive engineering and manv- 
facturing preparation by the company. 
Wire drawing and cable stranding equip- 
ment ordered from the builders more than a 
year ago is now arriving at Newark daily, the 
company announcement said, and is being in- 
stalled rapidly on the already completed con- 
crete footings. Actual mill operation is sched- 
uled to start during the third quarter of this 
year, with deliveries to customers being con- 
servatively scheduled to start in the fourth 
quarter, ; 


Central Illinois Light Has 
$5,500,000 Program 


HE CENTRAL ILLiNors Ligut Company has 
a construction program for the year 194 
totaling nearly $5,500,000. 

Next to 1948 when over $7,000,000 was spent 
for construction, this is the largest budget in 
the company’s history. These additional ex- 
penditures will increase the company’s invest- 
ment in production and distribution facilities 
R eam $63,000,000 by the end of 


New Pipe and Utility Rack 


A NEw pipe and utility rack that increases 
carrying capacity and folds neatly out of 
the way to strongly protect the grille, 
not in carrying position, is announced by Frank 
E, Stevens, president of Stevens Manufactur- 
ing Co. Mt. Pleasant, Michigan. Known 3 
the “Stemco” pipe and utility rack, this new 
equipment has been designed especially for 
wre utilities, and others who transport pips, 
adders, lengths of steel and timber, etc. by 
pick-up and panel trucks. It may be in 


on Chevrolet, Dodge, Ford, Studebaker, and Gmc 


Willys trucks, 
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Engineered in GMC’s modern, new Engi- 


neering Laboratories . . . among the finest in 
RATION, the industry . . . and —— example of the 
amey complete facilities of this largest exclusive pro- 
5 to all ducer of commercial vehicles. 


ductor 


t that Tested on the famous General Motors Proving 
i Ground . . . where GMCs are subjected to 
exhaustive engineering tests and operated for 
thousands ot miles under some of the world’s 

roughest, toughest road conditions. 


Proved through the years and for millions of 
economical, dependable miles. Endorsed by 
hundreds of thousands of owners and operators 
covering every truck transport vocation. 


These are some of the reasons 
why GMC Trucks are Worth More 


me Key 22 TO GREATER TRUCK VALUE 
omc TRUCK & COACH DIVISION @© GENERAL MOTORS CORPORATION 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








INDUSTRIAL PROGRESS—( Continued) 








MAR. 17, 1949 





MSA Explosilite Warns Workers 
Of Gas Hazards 


| ray aac a brilliant red signal light when 
a dangerous concentration of combustible 
gas is present in the surrounding air, the new 
MSA Explosilite, made by Mine Safety Appli- 
ances Company, serves as a safety guard for 
vorkers in utility vaults and manholes, and 
in maintenance and repair operations in stor- 
ave tanks and other confined spaces. It is ap- 
proved by the U. S. Bureau of Mines for use 
in atmospheres contaminated with methane. 

Complete details are contained in bulletin 
No. DT-4, which may be obtained from Mine 
Safety Appliances Company, Braddock, 
Thomas and Meade streets, Pittsburgh 8, 
Pennsylvania. 


Films Designed To Aid 
Training Program 


A NEW series of six sound slide films, entitled 
“Human Factors in Safety,” has been re- 
leased by the National Safety Council to aid 
management’s foreman training program. 

The cartoon technique is used in two of the 
films, and action shots of workers on the job 
add realism to the plant scenes. Each film 
deals w:th one aspect of the complex art of 
handling people. The series shows supervisors 
how to train new workers, how to keep ex- 
perienced workers alert, and how to win the 
respect, cooperation, and loyal support of their 
men. 

The six films are entitled, “The Secret of 
Supervision,” “Teaching Safety on the Tob,” 
“People Are All Alike,” “Everybody’s Differ- 
ent,” “Teamwork for Safety” and “Safety 
Case Histories.” 

For further information, write the National 
Safety Council, 20 North Wacker drive, Chi- 
cago 6, Illinois. 


Mississippi Pwr. & Lt. 
Plans Large Program 


ye ge program of Mississippi Pow- 
er & Light Company for the last two 
months of 1948 and the years 1949 and 1950 is 
expected to result in expenditure of $28,071,- 
000. Of this total, $25,000,000 will be spent for 
electric facilities and $2,560,000 for gas facili- 
ties. 


New Rubber Traffic Cone 


fe sreaeasse DEVELOPMENT CORPORATION, 
Burbank, California, is introducing their 
new rubber Trafficone which has the power- 
ful appearance of steel yet is made of safe, 
collapsible rubber. According to the announce- 
ment, many of the heaviest traffic centers in 
the country have submitted these cones to very 
severe tests and they have proved most effec- 
tive. 

One of the features claimed for these cones 
ig their durable, flexible construction which 
means infrequent replacement; also, because 
of lightweight construction, they may be easily 
and quickly handled. 





~ eral sales manager, Ward 
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Catalogs and Bulletins. 
Diesel-Electric Locomotives ? 

ENERAL Execrric Company has issued @ 

bulletin, Switching Power that Sav 
( GEA-5183), which describes standard diesel- 
electric locomotives for industrial switching. 
Copies may be secured from the Apparatus 
: § 8 go Electric Company, Schenectady 


Fabri-Steel Induction Motors 


ort Company’s Ridgway, Pennsylvania 
division (electric power department) has 
just released Bulletin PB 7000-1 on its new 
two-pole, 250-3500 HP, Fabri-steel induction 
motors. Twenty-three illustrations and concise 
wording explain details of construction. Copy 
of the bulletin may be obtained on request. 












Personnel Changes 
Estate Stove Company 
APPOINTMENT of Gordon Hentz as general 
sales manager has been announced by Cecil 
M, Dunn, who was recently advanced to the 
position of general manager of The Estate 
Stove Company, Hamilton, Ohio. 

Mr. Hentz has previously been acting as 
division manager over the consolidated New 
England and New York divisions, with head- 
quarters in New York, 


Kieley & Mueller, Inc. 
> y eomerr important personnel appointments 
have been announced by Kieley & Mueller, 
Inc., North Bergen, New Jersey, manufacturer 
of automatic control valves. 
Robert J. Donnelly has been appointed gen- 
d K. Stallings, chief 
W. Bailey, general office 














engineer, and A, 
manager. 






Irving Trust Company 
[sve Trust Company recently announced 
the promotion of John F, Childs and Olavi 
Silvonen from assistant secretary to assistant 
vice president and the appointment of Arnold 
H. Nichols as an assistant sec , 
Mr. Childs has been with Irving Trust Com- 
ne since 1940 except for ieee iod 1942 to 
048, during which he served in the United 
States Navy. He was appointed assistant secre- 
tary in 1947 and is a member of the official 
staff of the bank’s Public Utility Department. 
Mr. Silvonen joined the Irving’s staff in 
1941 asa security analyst. On his return from 
three years’ service in the United States Navy, 
he resumed his former duties and is now in 
immediate charge of the Security Analysis 
Department. . 
Mr. Nichols has had broad experience in 
Europe as well as in the bank, He has been in 
the foreign division since 1943. 


Kuljian Corporation 

4h~ KuLjtan Corporation, engineers and 
constructors, Philadelphia, Pennsylvania, 

has announced the none coon, *. Edwin 

Lundgren as their Washi at 1 C. repre- 

Ms Offices are located at 1415 K street, 
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That’s right, mister! 

From 248 basic chassis models, your 

: dealer will recommend a “‘.Jo0b-Rated”’ truck 

: will fit all of your requirements. 

> Your Dodge “Job-Rated’” truck will fit the g 
and type of your loads . . . and your operati 
conditions. It will be “‘.Job-Rated’’ throughout 
give you maximum economy, dependabili 

and long life. 

Every ‘‘Job-Rate 

truck has the right 

of 7 “Job-Rated” 

engines .. . for top¢ 

ciency and greate 

economy. Every ot 

unit . . . from engine 


You mean you build 

‘ ° 
trucks just for ial . 

rear axle . . . is engineered and built to fit y 

job, save you money. 


£ U ¥ L C : Let your Dodge dealer tell you the whole “J 
-  Rated’’ story. You’ll quickly realize his s 


THT? C=: 




















ae 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 

debt ceiling—authorize new securities—grant conversion 

privilege for convertible bonds, etc.—can you feel con- 

fident that your stockholders will support management’s 

recommendations with adequate votes of approval—on 
time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. : 








National or Sectional Coverage 


4 + 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON * CHARLESA.NICHOLLS + PHILIP H. CARPENTER 


a 
70 PINE STREET, NEW YORK &, NEW YORE 
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for dependable CENTRAL STATION SERVICE 


One of its many exclusive features is the famous 
MANCHESTER POSITIVE PLATES with their 
unique lead button construction. The buttons— 
rolled strips of corrugated soft lead—are pressed 
into holes of the lead-antimony grid. Forming 
action expands the buttons and locks them se- 
curely in place. Only a comparatively small por- 
tion of the total lead is formed initially into 
active material ... the balance is available for 
gradual conversion in service. 


THE PERMANIZED NEGATIVE PLATES are 
constructed of a lead-antimony grid, or frame- 
work, with a series of vertical ribs connected by 
short horizontal bars. Bars are flush with plate 
surface ... extend only part way through the 
plate... are staggered on opposite sides. The 
active material . . . sponge Jead . . . is formed of 


“Exide” and ““Permanized” Reg. Trade-Marks U.S. Pat.'0f. 


vertical strips or ribbons that extend from top to 
bottom of the plate between the vertical ribs and 
is locked in place by the horizontal bars. 


The new EXIDE-MANCHEX BATTERY has a 
high, 1 minute rating. It will provide up to 100% 
more capacity in the same given space. 

LONG LIFE...LOW MAINTENANCE COST...IMPROVED 
ELECTRICAL. CHARACTERISTICS... INCREASED POWER 
(watt) OUTPUT PER UNIT OF SPACE... LESS WEIGHT PER 
AMPERE HOUR OUTPUT... ATTRACTIVE INSTALLATION 


BATTERIES 


1888 — Dependable Batteries for 61 Years —1949 
THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 


Exide Batteries of Canada, Limited, Toronto 
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ILLUSTRATION OF TYPICAL BILL ANALYSIS 


a utility’s bills—often discloses certain trends which 


yzing 
in planning rate and promotional programs. 


DATA OF THIS TYPE—anal 
are of considerable value 


Note the various tabulations that have been made for each kilowatt hour—from 0 to 


10, 


Many utilities throughout the country have statistics of this type prepared for them, 


es, on equipment especially designed for this specific 
Through this unique service your bills can be analyzed in half the usual time, and at 


half the usual cost. 


outside their own o 


Sead for free, illustrated booklet 


“THE ONE STEP METHOD OF BILL ANALYSIS” 


100 Sixth Avenue, New York 13, N. Y. 
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NEWPORT NEWS TURBINES 


Seca 1948 the nine generating units in the west power house at 
Grand Coulee in the state of Washington produced 8,415,000,000 KW. 
Each generator was driven by a 150,000 horsepower hydraulic turbine 
built by Newport News. 
Six similar turbines, but of 165,000 horsepower capacity are now being 
built for the east power house, which also has space for nine units. 


WRITE FOR BOOKLET 
ON “WATER POWER 
EQUIPMENT" 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK CO. 


NEWPORT NEWS, VIRGINIA 
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It's been a wearing winter — 

Maybe a spring leaf snapped dur- 
ing that severe cold snap. That 
could cause excessive tire wear, 
misalignment of axles. Or front- 
end parts may be sprung; that’s 
bad for steering. Brakes may be 
worn; that’s bad for stopping. 


But . . . International’s spe- 


cialized spring service is good for * 


what ails trucks. 


Public Utilities Fortnightly 


heck your truck’s heavy winter t wear here... 


2. [It’s been hard under the hood — 


What winter weather took out of 
your engine, we can put back in! 

We change oil, inspect, clean, 
adjust or replace spark plugs, dis- 
tributor, voltage regulator, carbu- 
retor, valves, battery cables, and 
wiring. 

All work is done by Interna- 
tional factory-trained mechanics 
using special equipment. 


5.It’s overhauling time—for trucks that have been hauling overtime — 


4,700 International Dealers, and 
170 Company-owned Branches 
and Service Stations offer you the 
nation’s largest exclusive truck 
service organization. They're 
teady with precision -engineered 


parts, ready with factory-rebuilt 
exchange units ... ready to keep 
your trucks rolling profitably into 
spring and summer. 

Have your trucks serviced now 
and save money and trouble later! 


31 


3. It's been a tough grind. 
Here, there and — 


Everywhere a truck needs lubri- 
cation, it needs lubrication now. 
So International service experts 
cover all chassis points, transmis- 
sion, universal joints, differential, 
steering gear, wheel bearings, and 
any other spot that’s too dry for 
its own good. And believe us, they 
do the job right! 


4. It's time to get winter 


out of your systems — 

We’ll drain and flush the entire 
cooling system; refill, adding rust 
inhibitor, check water pump and 
cooling connections, check gas- 
kets, hoses, connections and ther- 
mostat. That’s how International 
puts more spring in your truck’s 
systems! : 


International Harvester Builds McCormick 
Farm Equipment... Farmall Tractors 
Motor Trucks... Industrial Power 
Refrigerators and Freezers 


Tune in James Melton and “Harvest 
of Stars,” CBS, Wednesday Evenings 


INTE RNATIONAL“¥ TRUCKS 


INTERNATIONAL HARVESTER COMPANY + CHICAGO 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American Arprpraisat Company 
ORIGINAL COST STUDIES ¢ VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad othe: principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


£¢ for, Bacon & Davis 


* 
: 8D VALUATIONS Eng CONSTRUCTION 
REPORTS meers RATE CASES 

NEW YORK © PHILADELPHIA @ CHICAGO e LOS ANGELES 














GILBERT ASSOCIATES, Inc. 





ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam; Blectric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction Personnel Relations 
Inspections and Surveys Reading © New York © Hesston ; Original Cost Accounting 
Feed Water Treatment Philadelphia © Washington Accident Prevention 











FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
: NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 
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—— HENKELS & McCOY 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF Wars 
OVERHEAD UNDERGROUND CHEMICAL CONTROL 
CONSTRUCTION MAINTENANCE PHILADELPHIA TREB TRIMMING 
BALL FIELD LIGHTING Wilmington, Del. « Portland, Me. * Altoona, Pa. GAS AND OIL Lines 
NOW WORKING IN FOURTEEN STATES 



































HOOSIER ENGINEERING COMPANY 


Erectors of Transniission Lines 
1384 HOLLY AVENUE She COLUMBUS, OHIO 





Jf? 


chulti (oyoovtise 
a 2 Vu | ran CUCMUGLEET UL 
a — i ——EE 


ENGINEERS CONSTRUCTORS 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON , CONNECTICUT 











LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design end supervision of construction 
57 WILLIAM STREET NEW YORK 














N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 
REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 





(Professional Directory Continued on Next Page) 
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Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








m Complete Services for GAS and ELECTRIC Utilities 
eg Gh ritcha rd 


Complete Plants Additions or Installation 
ry detail qeared to more profitable opera 





sien ENGINEERS * CONSTRUCTORS * MA 


for details 




















SANDERSON & PORTER 
ENGINEERS Sap 


CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—S. 
Chicago 3, Ill. 








STANDARD RESEARCH CONSULTANTS 
INCORPORATED 


INDUSTRIAL SURVEYS — RECAPITALIZATIONS — APPRAISALS — MANAGEMENT REPORTS 
RATES OF RETURN: 


HOME OFFice BRANCH 
345 HUDSON — 33 N. LASALLE STREET 
NEW YORK |4, CHICAGO 2, ILL. 

















The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


; Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 





et 
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ALBRIGHT & FRIEL, INC. 
PRANCIS S. FRIEL 


JENSEN, BOWEN & FARRELL 
Engineers 
Ann Arbor, Michigan 
Segue . “ii Reperts 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Saye es Bae 


470% BROADWAY 


KANSAS a ie MO. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, oGONSTRUCTION SUPERVIS 
OPERATI AGEMENT, APPRAI APPRAISALS, 
INVESTIGATIONS, REPORTS, RA 
231 S. LaSauze Sr., pears 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Pablie U' Valuations, Reports and 
Oritiedt Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctric Co. 
Contractors 
TRANSMISSION Lives—UnNopercrounp Distt 
BUTION — Powsr STATION — INDUSTRIAL — 


CoMMERCIAL INSTALLATIONS 


537 SourH Dearsorn Sr. Crncaco 








W. C. GILMAN & COMPANY 
Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
128 SOUTH GA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








Francis S. HABERLY 
CONSULTING ENGINEER 

Valuation — Depreciation — Service Life 

Studies — Construction Cost Indexes — 

Reports 

122 SourH MicHIGAN AveNuB, CHICAGO 


UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Beston - Chicage - Les Angeles - New York 
Philadelphia - Woonsocket 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
INATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 





WESTCOTT & MAPES, inc. 
ARCHITECTS & ENGINEERS 
INVESTIGATIONS © REPORTS 
DESIGN © SUPERVISION 





BOSTON NEW YORK 





New Haven, Connecticut 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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TAKE ADVANTAGE OF DELTA-STAR’S 
STANDARDIZED PRODUCTION METHODS 
WITHOUT SACRIFICING ANY OF YOUR 


SPECIAL REQUIREMENTS 


HERE’S HOW ... Use Delta-Star specialized service—a 
result of thirty-seven years’ experience designing and fab- 
ricating complete outdoor substations. Control of every 
step, from engineering layout and detailing through shop 
production, facilitates erection and is your insurance of 
permanence. Component parts for equipment are in stock 
ready for assembly. This system of handling gives you a 
station, ‘‘Custom Made”’ to meet your specific needs at a 
minimum of time and cost. It is the nearest thing to 
manufacturing special substations and placing them on 
the shelf to await your order. 


Have your engineers consult us on your next substation 
installation. You will be assured of the most economical 
station design consistent with service requirements and 
location. 








LTA VT AI ELECTRIC 
] on * COMPANY 








as fast as available labor permits.” 


THE SOUTHERN CALIFORNIA EDISON CO, 


This is the story that the Southern California 


Edison Co. tells about capacitors. 


“More people and more industries in Southern Cal- “All low power factor loads are being studied for 
ifornia—and the resulting increased load on the application of capacitors, to permit increased ood 
Edison System—have required that system capacity of existing transformer banks, and to keep distriby 
be built up in the fastest and most economical manner line and equipment losses at a minimum. 
possible during the last three years. “Installations made so far have proved the sound 
“System studies disclosed the economy of capacitor of our decision. We have increased system capoq 
installations. With our goal set at 20% of our peak- and improved system efficiency.” 
load kva in static capacitors, we began our program 
in 1945, 
“Our Distribution Division installed as many of the 
capacitors on distribution feeders as available labor 
would permit. To accelerate the program, capacitors 
were also installed on 4-kv substation buses in banks 
ranging, in general, up to 20% of station peak load 
—the largest bank including 330 units or 4950 kva. 
These capacitors are directly connected to lines or 
buses. Switched capacitors are being installed where 
local conditions justify the use of automatic control. 
General Electric Company, Schenectady 5, N. Y. 


GENERAL (6) ELECTRIC 





